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New Officers 1948 - 49 


In the absence of an Annual Meeting, members of the Association’s 
Executive Committee met in Washington, D. C. on November 19th and 
considered Committee Reports for the year 1947-48. 

The Reports of the Standing and Special Committees were accepted 
and filed. 





Report of Special Committee on Rules of Practice 
The Executive Committee approved the Report of the Special Com- 
mittee on Rules of Practice, as it appears on pages 64-66 of the I. C. C. 
PRACTITIONERS’ JOURNAL for October, 1948. The report has been trans- 
mitted to the members of the Interstate Commerce Commission for its 
consideration and such action as it may deem appropriate. 





Report of Committee on Nominations 

The Report of the Committee on Nominations was carried in the 
June, 1948 JouRNAL at pages 762-67. 

This Report was approved by the Executive Committee and the 
members so nominated were elected officers of the Association of Inter- 
state Commerce Commission Practitioners on November 19, 1948, for 
the year 1948-49: 


President: Chester C. Thompson, Washington, D. C. 
Secretary: J. K. Hiltner, Burlington, N. J. 
Treasurer: Charles E. Bell, Washington, D. C. 


Vice-Presidents 
District No. 2—Robert A. Cooke, New York City. 
District No. 3—Roland M. Rice, Washington, D. C. 
District No. 4—Albert A. Mattson. Pittsburgh, Pennsylvania. 
District No. 6—C. E. Jones, Mobile, Alabama. 
District No. 8—William B. Browder, Chicago, Illinois. 
District No. 10—George Holmes, St. Louis, Missouri. 
District No. 12—Carl B. Callaway, Dallas, Texas. 
District No. 14—W. Q. Van Cott, Salt Lake City. 
District No. 16—Franklin H. Powers, Los Angeles, California. 





First Vice-President 


Following the election of officers, the Executive Committee named 
Mr. Roland M. Rice of Washington. D. C., First Vice-President for the 
year 1948-49. 





Treasurer’s Report 
The audit of the Association’s accounts by Wayne Kendrick & 


Company, C. P. A., Washington, D. C., was approved as the report of 
the Treasurer, Mr. Charles E. Bell. 





Retiring President’s Report 
The Report of Mr. Harry C. Ames, President for the year 1947-48 
was received and is being printed elsewhere in this issue of the JoURNAL 
for the information of our members. 





CHESTER C. THOMPSON, 
President 1948-49 














A Message From Our President 


It is a distinct honor and a real pleasure to greet 
the Members of the Association of Interstate Com- 
merce Commission Practitioners as their President 
for 1949. While there is much doubt as to my ability 
to assume properly the honor and the responsibility 
conferred upon me by the Executive Committee, I will 
do my best to make the Association function for the 
good of its members, and to increase the prestige of 
our organization. 


My purpose will be to call upon my fellow Officers 
and Members frequently for advice and assistance 
pertaining to the plans, progress and policies of the 
Association. By all working together, I am certain 
we can and will make 1949 a worthwhile and notable 
year for our Asscciation. Your President will always 
welcome suggestions relating to Association activities, 
and I am hopeful they will be liberally submitted. 


Merry Christmas and Happy New Year to 
**you-all.’’ 


CuHEsTER C. THOMPSON, 
President. 


THE EASTMAN BOOKPLATE 
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EASTMAN BOOKPLATE 
and 
BOOKS FOR AMHERST 


In 1944 the Association of Interstate Commerce Commission Practi- 
tioners collected funds from its members, and others interested in trans- 
portation affairs, to enable it to present to the Interstate Commerce Com- 
mission a bust of the late Joseph Bartlett Eastman. The bust was pre- 
sented to the Commission on March 15, 1945. It was placed in the 
rotunda between the hearing rooms at the Commission and remains there 
today as an everlasting tribute to the man who was so vital a part of the 
Interstate Commerce Commission. 

After the bust was completed there remained in the Eastman Bust 
Fund a substantial amount of money. The use of these remaining funds 
was considered by the Association’s Executive Committee, and it has 
been decided to purchase books dealing with transportation for the 
Amherst College Library in memory of Mr. Eastman. 

Accordingly, a special committee composed of Messrs. Warren H. 
Wagner, Chairman, Charles E. Bell and Charles D. Drayton, was ap- 
pointed to take charge of this project. 

In 1946 the Executive Secretary of the Practitioners’ Association 
made a trip to Amherst, Massachusetts, and conferred with Dr. Stanley 
King, then President of Amherst College. Dr. King felt that the pres- 
entation of books on transportation, as a memorial to Mr. Eastman, 
would be a very fitting tribute. As you know, numerous Associations 
and friends of Joseph B. Eastman are sponsoring the Eastman Founda- 
tion—a Chair of Transportation at Amherst College. Most of our 
Chapters, as such, and many of our members, individually, have con- 
tributed toward that Foundation. 

It is the purpose of the Special Committee of the Association of 
I. C. C. Practitioners to select and send to Amherst the outstanding 
books dealing with transportation. We are having a set of the I. C. C. 
PRACTITIONERS’ JOURNAL bound for the College Library; and have suc- 
ceeded in securing through the cooperation of The Traffic Service Cor- 
poration, a complete set of The Traffic World, which will also be bound 
and presented to the Library. Transport Topics has also been made 
available, from the beginning of that publication to the present time, 
and is being bound. We hope also to secure, through the courtesy of the 
American Bar Association, a complete set of the Reports of the Public 
Utility Section of that Association. Each of the above publications will 
be forwarded to the Amherst College Library in the future as a part of 
this program. 

The Association of Interstate Commerce Commissioner Practitioners 
has had prepared, and is included in this issue, a photograph of the 
bookplate to be used in the books to be presented to Amherst. 

Many of our members have written books dealing with various 
phases of transportation. It is quite likely that the authors of these 
‘transportation gems’’ will want to contribute a copy to go to the 
Amherst College Library in the Eastman collection. We suggest that 
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any books to be donated for this purpose should be autographed by the 
donor on the fly leaf of the book and forwarded to the Executive Secre- 
tary, 2218 I. C. C. Building, Washington 25, D. C., so that the book- 
plate can be pasted on the inside front cover before it is sent to Amherst. 

If you haven’t written a book and desire to contribute one for the 
Library, write the Executive Secretary. She will furnish you with the 
names of desirable ones. You can purchase the book, autograph it, and 
send it to the Association’s office for the insertion of the bookplate before 
it goes to Amherst. 

We are interested in obtaining as many of the books listed in our 
Selected Reading List of Books Helpful in the Study of the Principal 
Laws Within the Jurisdiction of the Interstate Commerce Commission 
as possible. In addition to these books we want to furnish the Library 
with any other worth while books on the subject of transportation. It is 
our purpose to make the Amherst College Library an important reposi- 
tory for transportation books in the country. 

The Director of the Library, Mr. Newton F. McKeon, is keenly 
interested in our plans, so please send in your books now! 

We are hoping to locate the following numbers of the Interstate 
Commerce Commission Reports to complete the set now at Amherst: 


Volumes 2 through 9 
Volumes 265 through 267 


If any of you have these editions and are willing to donate them 
to the College Library, write the Executive Secretary before sending 
them. We do not want to duplicate our efforts and take away from 
members books which might be put to some other good purpose. 

After we receive from our members the books they wish to contribute 
to this splendid cause, we will use the remaining money in the Eastman 
Fund to purchase such other books as the Committee deems desirable to 
supplement those already in the Library. If any funds remain, they 
will be donated to the College Library for the purchase of future trans- 
portation books. 

In addition to the above project, we have had a large size photo- 
graph of Mr. Eastman framed, which is to be hung in the Economic 
Seminar of the Amherst College Library. The same picture used for 
this purpose is the one appearing in the bookplate. 





Proposals To Create A Federal Department 
of Transportation 


(PART 1) 
By Joun Dickinson * 


The proposal to create a Federal Department of Transportation has 
appeared in one form or another ever since public regulation of carriers 
became a settled policy of government. Its current resurrection as a 
subject of public discussion presents an appropriate occasion for re- 
examining the fundamental premises upon which it is usually founded. 

Although the proposition has taken slightly different forms, as will 
shortly be made to appear, the ultimate aim has been marked by basic 
similarity. It is that a new Federal Department, headed by a Secretary 
of cabinet rank, be established either to supplement or to absorb the 
public agencies now functioning in the field of transportation. When 
thus viewed in its essential form, the recommendation poses two ques- 
tions : 


First, whether the operations of each existing public agency in the 
field of transportation would be substantially improved by placing those 
functions in direct control of or under the supervision of an executive 
official answerable to the President; 


Second, whether such operations would be substantially improved 
as a whole by bringing the existing agencies under common control in a 
single governmental department. 


I 


The proposal for a Federal Department of Transportation under a 
cabinet secretary has been advanced and seriously urged on at least five 
occasions since the close of World War I: 


(1) By Mr. Thomas DeWitt Cuyler and other spokesmen for the 
Association of Railway Executives at the time when the Transportation 
Act of 1920 was under consideration by the Congress; 

(2) By Governor Alfred E. Smith, of New York, in his separate 
ony for the so-called ‘‘National Transportation Committee’’ of 

932-3 ; 

(3) By Secretary of the Treasury Morgenthau in a letter to 
President Roosevelt of March 25, 1938; 

7 (4) By President Roosevelt in a message to Congress of April 11, 
38 ; 

(5) More recently by Interstate Commerce Commissioner J. Mon- 

roe Johnson in a series of addresses and public statements going back 


* Mr. Dickinson is Vice President-General Counsel, The Pennsylvania Railroad 
Compesy. Philadelphia, Pennsylvania. 

his article has been divided into two parts for the purposes of publication. The 

second section of the article will appear in the January, 1949, issue of the JouRNAL. 


25. 
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to 1940 and culminating in a statement presented March 9, 1948, to a 
subcommittee of the Senate Committee on Interstate and Foreign Com- 
merce. 

The proponents of the plan have not all based it on the same grounds, 
As a matter of fact, five different arguments in favor of the proposal 
have been advanced. 

(1) Mr. Cuyler and his railroad associates in 1920 advocated a 
Federal Department of Transportation, functioning alongside the Inter- 
state Commerce Commission, primarily for the purpose of affording the 
railroads an opportunity to have ‘‘a friend at court’’ in the Federal 
Government comparable to the Secretary of Agriculture, who is sup- 
posed to speak for the agricultural interests of the country, and the 
Secretary of Labor, who is supposed to speak for the labor unions. These 
proponents thought of the Secretary of Transportation as a medium for 
urging upon the President and the Interstate Commerce Commission 
policies which would be in the interest of the railroads, particularly in 
connection with needed increases in revenue. 

(2) Governor Al Smith, on the other hand, favored a Federal Secre- 
tary of Transportation as a substitute for the Interstate Commerce Com- 
mission, because he was impatient of the judicial processes of the Com- 
mission, which he described as ‘‘all this scientific hash, this maze of 
regulation and red tape. . . . What we need is a new transportation 
system, not endless hearings on a system that does not work.’’ * Appar- 
ently, Governor Smith connected the idea with the consolidation of all 
the railroads of the country into a single system under Government 
management and operation which he described as follows: 


“ec 


. . » you could have one man at the head of the entire sys- 
tem, dependent upon those under him to take control of certain 
sections of the country. I think it might be a good idea to make a 
secretary of transportation.’’ ** 


(3) Seeretary Morgenthau based his view on the ground that a 
Department of Transportation would have power to move more vigor- 
ously than the Interstate Commerce Commission in properly coordinating 
national transportation facilities. 

(4) President Roosevelt in his message of April 11, 1938, placed 
the argument for a Department of Transportation on the ground of 
introducing into Government the kind of ‘‘business efficiency such as a 
private corporation would seek.’’ *** What he purported to desire was 
that all the scattered agencies of the Federal Government dealing with 
transportation should be brought into a single department and under a 
common head because they handle a common subject-matter, viz: trans- 
portation. From this standpoint, he recommended that the proposed 
new Department have incorporated into it the Lighthouse Service, the 





* Report of National Transportation Committee of 1932-3, supplementing mem- 
orandum, pp. 41-42. 


** Hearings before Senate Committee on Finance, pursuant to S. Res. 315, 72nd 
Cong., 2d Sess., Part 7, pp. 843-4. 


*** House Document No. 583, 75th Cong., 3d Sess., pp. 54-55. 
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Bureau of Navigation and Marine Inspection, the Bureau of Public 
Roads, the Maritime Commission, the Division of Transportation of the 
Department of Commerce, the Interstate Commerce Commission, and 
the Bureau of Air Commerce. 

(5) A somewhat different argument for President Roosevelt’s pro- 
posal was given by his Committee on Administrative Management in its 
report transmitted to the Congress on January 12, 1937.* This argu- 
ment was that, under our present system of regulating transportation 
by independent quasi-judicial commissions, these commissions have it in 
their power to determine questions of policy. But the determination of 
questions of policy, it was argued in the report,—unsoundly, we sug- 
gest,—is properly an executive function belonging exclusively to the 
President. To that extent the present system of regulation was said to 
derogate from the President’s proper control over the policy of the 
Government. 

It was pointed out in the report, for example, that the Transporta- 
tion Act of 1920 placed on the Interstate Commerce Commission ‘‘the 
duty of taking steps towards development and maintenance of an ade- 
quate national transportation system.’’ The report states that the 
vesting of this duty in the Interstate Commerce Commission interferes 
with the President’s responsibility in the field of policy, because ‘‘it is 
clear that policy determinations by the Commission impinge at many 
points upon any well conceived program affecting national and social 
economie problems.’’ It was stated that this was particularly true of 
the Commission’s power over rates, as well as over railroad consolida- 
tions and mergers. The report then concludes: ‘‘The President is the 
responsible head of the national administration, but the independent 
commissions by their very nature undermine his administrative authority 
and responsibility.’’ ** 

The report, therefore, suggested splitting up the regulatory fune- 
tions now entrusted to each independent regulatory commission into 
two parts, one of which, consisting of those functions which were more 
purely ‘‘judicial’’ in nature, would be left with the commission, while 
the remaining regulatory functions would be turned over to a bureau 
or department responsible to a cabinet secretary and, through him, to 
the President. This executive agency would be entrusted with all the 
“policy determining aspects of regulation.’’ *** 

All the foregoing proposals, with the apparent exception of that of 
Governor Smith, contemplate that the proposed executive Transporta- 
tion Department will not supplant the Interstate Commerce Commission 
and the other regulatory commissions, but will merely take over certain 
of their functions. 

On the whole, there has been rather surprising unanimity as to the 
functions thus to be transferred. Thus, the proposal of Mr. Cuyler in 
1920 contemplated that the Transportation Department would take over 


*See Report with Special Studies, President’s Committee on Administrative 
Management, U. S. Government Printing Office, 1937 

** Ibid, p. 220. 

*** Ibid, p. 229. 
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and exercise the following functions now exercised by the Commission: 
(1) Allocation of traffic in emergencies; (2) Car distribution; (3) Emer. 
gency power to compel coordination of facilities; (4) Issuance of cer. 
tificates of convenience and necessity; (5) All other ‘‘executive and ad- 
ministrative functions’’ of the Interstate Commerce Commission, except 
as to accounting and valuation. 

One of the railroad associates of Mr. Cuyler also recommended the 
transfer to the proposed Secretary of the power to approve new issues 
of securities, as well as to approve or disapprove decisions of wage 
boards.* 

President Roosevelt proposed that ‘‘all quasi-judicial and quasi- 
legislative matters’’ should be left to the Commission, while ‘‘all execu- 
tive functions’’ should be placed in the Department but did not under- 
take the difficult task of specifying which particular functions are to be 
considered ‘‘executive,’’ and which are to be regarded as ‘‘ quasi-judi- 
cial’’ and ‘‘ quasi-legislative.’’ 

Commissioner Johnson spoke with like generality in his address of 
October 14, 1940 before the Mississippi Valley Association, saying that 
‘*such functions as are now performed by the Interstate Commerce Com- 
mission of executive and administrative character should be administered 
by the Secretary of Transportation.’’ In a more recent statement before 
a Senate Subcommittee, however, Commissioner Johnson was more spe- 
cific and listed for transfer to the new Department of Transportation 
those regulatory functions now performed by the Commission which 
deal with service, finance, safety, accounting, statistics, valuation, and 
inspection.** At the same time Commissioner Johnson developed more 
fully his ideas as to the relations which would exist between the Com- 
mission and the new department. He proposed that the Commission 
should continue to exist, but within the department, retaining, however, 
its original independent power with respect to rate-making, and being 
vested also with appellate power over such decisions of the Secretary as 
may be appropriately reviewed by quasi-judicial processes. He illus- 
trated by reference to the relationship between the Civil Aeronautics 
Board and the Department of Commerce. By the Civil Aeronautics Act 
of 1938 the Board was relieved of certain of its functions which were 
transferred to the Department of Commerce, but with the reservation 
that the Board would continue to exercise its functions of rule-making, 
adjudication, and investigation independently of the Secretary of Com- 
merce. Commissioner Johnson apparently goes further and recommends 
that practically all orders issued by the Secretary of Transportation 
should be subject to review by the Commission, insofar as they may 
affect the interest of any carrier or other private person. 


*See Statement of President Rea of the Pennsylvania, Feb. 20, 1920, Hearings 
before Senate Committee on Interstate and Foreign Commerce, on Extension of 
Time for Relinquishment by the Government of Railroads to Corporate Ownership 
and Control, Vol. 1, pp. 1314-1315. 

** Statement delivered on March 9, 1948 on S. 1812, before Subcommittee of the 
Senate Committee on Interstate and Foreign Commerce. 
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II 


In the light of the foregoing summary of the proposals for a Federal 
Department of Transportation, and the reasons advanced in support of 
such proposals, what conclusions may be drawn as to the wisdom of the 
plan from the standpoint of sound regulatory policy in the public 
interest ? 

It is first to be noted that while the reasons advanced in support of 
the proposal appear to be diverse, all of them will be found on analysis 
to rest fundamentally upon the same underlying proposition or assump- 
tion. That is that the Government’s regulatory policy with respect to 
transportation should properly be dictated by a political officer like the 
President, through a subordinate, rather than left to be determined by 
the quasi-judicial processes of hearing and argument appropriate to an 
independent commission. This basic thought underlies not only the 
considerations advanced by the President’s Committee on Administra- 
tive Management, but also those expressed by Governor Smith and by 
the railroad presidents in 1920. 

It may well be true—although this is by no means certain—that 
regulatory decisions can be reached more quickly by appealing to the 
political judgment of the President, for whom a Secretary of Transpor- 
tation would, of course, speak, than by the processes of hearing and 
argument before the Interstate Commerce Commission. A point which 
is sometimes overlooked, however, in this connection is that even if 
decisions in a field like regulation should be turned over to a political 
officer like a cabinet secretary they are nevertheless constitutionally sub- 
ject to the requirement that they can only be made after the requisites 
of judicial process, such as notice and hearing, have been complied with. 
Accordingly, in determining the balance of advantage between the two 
methods of determination, the real issue is not so much, as Governor 
Smith supposed, the mere matter of celerity of decision but rather 
whether regulatory decisions in the field of transportation should be 
reached with greater reference than at present to those considerations 
of political policy and expediency which the President and his immedi- 
ate subordinates can be relied upon to follow. 

In stating the issue in this way, two qualifications must be noted. 
The first of these is that, as so stated, the issue does not touch the purely 
technical question of whether, for example, statistical work or inspection 
work can be performed with greater ‘‘efficiency’’ if removed from the 
supervision of a commission and consolidated in an executive agency 
where much other work of the same character is being performed. This 
question, it is submitted, is one of relatively minor importance when 
compared with the broader issue outlined above. If that broader issue 
should be decided in favor of the method of commission regulation, then 
it would appear that the ancillary or technical incidents of regulation 
should be lodged where the regulatory power itself is lodged, namely, in 
the commission, irrespective of such supposed loss in technical efficiency 
as might thereby be entailed. 

A second qualification of the statement here suggested as to what 
the fundamental issue really is, is that admittedly that statement does 
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not stress the so-called element of general ‘‘efficiency,’’ which is so fre. 
quently made the basis of all arguments in the sphere of Governmental 
organization. The reason why efficiency is not here stressed is because 
the problem here involved is one of regulation of private enterprise, and 
not a problem of Governmental operation of its own business. In the 
latter field,—as, for example, the operation of the Post Office Depart- 
ment, the Army supply services, construction by the Navy, and manage- 
ment of reclamation projects,—efficiency is of primary concern as in the 
operation of any other business. Where, however, Governmental activity 
takes the form, not of operation, but of regulation of private conduct, 
the primary considerations would appear to be fairness, justice, and the 
wisdom of long-range policy, rather than the matter of immediate Gov- 
ernmental efficiency. The problem is somewhat similar to that involved 
in the administration of the courts, where the objective to be striven for 
is not primarily the decision of the largest number of cases in the short- 
est time, or the conviction of the largest number of defendants among 
those who have been arrested, but rather the attainment of the fairest 
and most reasonable decisions as promptly as is consistent with the ends 
of justice. 

Bearing in mind these two reservations, or qualifications, we may 
recur to the basic issue stated above, namely, whether sound regulatory 
policy in the transportation field would best be promoted by entrusting 
the making of regulatory decisions to an official who would be more 
amenable to those considerations of political policy which operate upon 
the President, than is the case with an independent commission which 
is supposed to be immune from Presidential control. 

In approaching this question it must be admitted that whatever 
agency, whether commission or executive department, is charged with 
the task of regulating transportation, that agency must necessarily make 
many decisions of ‘‘policy.’’ If it were true, as assumed by President 
Roosevelt’s Committee on Administrative Management, that the making 
of policy decisions is an executive function belonging exclusively to the 
President, it would follow that the governmental function of regulating 
transportation should be subject immediately to the control of the Presi- 
dent, and should, therefore, be properly lodged in an executive depart- 
ment rather than in an independent commission. The assumption, how- 
ever, is not true. 

The broad policies laid down for the regulation of transportation are 
prescribed by the Congress, and their application within the terms of the 
Congressional enactments may properly be vested in whatever agency 
Congress designates. Under the existing regulatory scheme, Congress 
has delegated the task of interpreting and applying its policies to in- 
dependent commissions. The question whether this scheme of regulation 
should be altered and the authority transferred directly to the Presi- 
dent, through an executive department, depends wholly on whether an 
executive department, functioning under the control of the President, 
is thought to be an agency better fitted for the interpretation and appli- 
cation of Congressional policies in this field than is an independent 
quasi-judicial commission. 
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In this connection, it is interesting to note that none of the principal 
proposals for transferring the regulation of transportation to an execu- 
tive department goes so far as to suggest that the highly important and, 
indeed, basic, function of regulating rates should be so transferred. It 
has been seen that the proposal of Commissioner Johnson expressly 
excludes rate regulation from the proposed transfer. The plan of the 
railroad presidents in 1920 limited the authority of the Secretary of 
Transportation over rates to the mere power of making recommendations 
to the Interstate Commerce Commission. Governor Smith’s plan con- 
templated the vesting of rate-powers in the new Secretary, but only 
because Governor Smith proposed not only that the Interstate Com- 
merce Commission should be abolished, but that the railroads should, in 
effect, be managed and operated by the Government. If, under all these 
plans, except that of Governor Smith, policy decisions in the rate field 
are to be withheld from the proposed Department of Transportation 
and are to continue to be made by independent commissions, as at pres- 
ent, what basis is there for contending that other regulatory policy 
decisions must or should be transferred to an executive department? 

It is not too much to say that policy decisions in the field of rates 
constitute the most important phase of the governmental regulation of 
transportation. What is there about policy decisions concerning such 
matters as the approval of mergers, the issue of securities, and the grant- 
ing of certificates of convenience and necessity, which makes it more 
appropriate that such decisions, as distinguished from policy decisions 
with respect to rates, should be reached by a cabinet secretary? It is 
submitted that no such distinction can be validly drawn. If a cabinet 
secretary is not to be regarded as the proper governmental agency for 
making policy decisions as to rates, it is difficult to see on what ground 
it ean be contended that such an official should be substituted for the 
commission in making policy decisions with respect to other phases of the 
regulation of transportation, such as those above enumerated. 

The proposed exclusion of rate regulation from the functions of 
the projected Transportation Department raises at the outset a serious 
question as to the validity of the principal argument for the creation of 
such a department, namely, the argument that policy determinations in 
the transportation field should be brought under the immediate control 
of the President. Why is it that the making of policy decisions with 
respect to rates is not thought to be an appropriate function to vest in 
a political official? This question leads to a consideration of the different 
conditions and circumstances under which policy decisions are likely to 
be made by a cabinet officer under Presidential control, as contrasted 
with a so-called independent commission. It is submitted that in this 
respect there are at least three important differences: 


(1) An independent commission charged with a particular field of 
regulation, such as transportation, is almost certain to make its policy 
decisions with primary, if not exclusive, reference to conditions and 
needs within that particular field. On the other hand, the President, or 
one of his immediate subordinates, would be likely, in making a decision 
in one field of regulation, to give weight to objectives which he was seek- 
ing to accomplish in other fields. Thus, for example, in the regulation 
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of railroads, the President might well feel that it was desirable to sacri- 
fice or subordinate the interest of the country in railroad transportation 
to some other interest which, for the moment, he felt to be of relatively 
greater importance, such, for example, as agriculture, housing, or the 
conditions in the coal industry. As a matter of fact, this particular dif- 
ference between regulation by an independent commission and regula- 
tion by a Presidential subordinate was emphasized by President Roose- 
velt’s Committee on Administrative Management as the principal argu- 
ment in favor of the latter type of regulation.* 

(2) In the second place, an independent commission, because of the 
quasi-judicial procedures through which it operates, is likely to base its 
decisions on its own precedents and conform those decisions over a period 
of years to principles which it has evolved as the result of a continuing 
study of the industry subject to its control. For this reason there is a 
basis for some degree of predictability in its decisions and orders. A 
eabinet officer, on the other hand, acting under immediate political re- 
sponsibility to the President, would be much more likely to make deci- 
sions in response to what seemed to be the immediate needs of the mo- 
ment, economic or political, without regard to past policies or long- 
range effects. 

(3) Thirdly, a Secretary of Transportation, as one of the Presi- 
dent’s political family, would almost certainly be far more subject and 
more amenable to pressures from interested groups than is generally 
true of an independent commission, the members of which enjoy rela- 
tively long terms of office and whose tenure is protected by law from 
executive interference. It has been shown by experience that the deci- 
sions of such commissions are in the main completely immune from ref- 
erence to political personalities and are generally free from the influence 
of political pressure groups, unless exerted through some other agency 
of the Government. Doubtless in this respect the difference between an 
executive official and an independent commission is, in the end, a rela- 
tive one, but there can hardly be any doubt that, at least relatively, the 
independent commission is, as its name implies, more independent in 
selecting the grounds for its decisions than is the case with an officer 
directly responsible to a political superior. 


After reviewing these principal grounds of difference between deci- 
sions made by an independent commission and those which are likely to 
be made by a cabinet secretary, it becomes possible to assess the relative 
advantages and disadvantages of the proposed transfer of certain regu- 
latory functions to a Secretary of Transportation. The advantages which 
can be urged in favor of such a transfer are three in number: (1) Greater 
coordination of regulatory transportation policy with other parts of the 
program of the national administration at any given time; (2) greater 
flexibility of regulatory policy with less regard to precedents and long- 
range effects, and more emphasis on immediate needs; (3) greater pos- 
sibility of influencing regulatory transportation policy through appeals 
to and pressures upon political personages, particularly the President 
of the United States. 


*See supra, p. 207. 
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Most of the support for the policy of establishing a Federal Depart- 
ment of Transportation proceeds from those who are impressed by these 
supposed advantages, and who regard them as embodying improvements 
in our present system of regulating transportation. It is probably not 
too much to say that many who advocate the method of regulation 
through a cabinet department do so because they believe that under such 
a method it would be easier to bring about, largely by means of a political 
character, favored objectives which they have been relatively less suc- 
cessful in obtaining through the quasi-judicial processes of an inde- 
pendent commission. This appears to be true both of the proposal’s 
advocates on the railroad and on the anti-railroad side. For example, as 
pointed out above, the railroad officials who advocated a Department of 
Transportation in 1920 did so because they frankly believed that such a 
department could be converted into ‘‘a friend at court’’ of the rail- 
roads. On the other hand, President Roosevelt’s Committee on Adminis- 
trative Management, which is certainly not subject to the charge of being 
pro-railroad, favored the departmental method of regulation because 
they thought that thereby the railroads could be more successfully sub- 
jected to the objectives of other parts of the President’s program, such 
as housing, aid to agriculture, ete. Commissioner Johnson’s current 
advocacy of regulation by a Secretary of Transportation does not appear 
to be at all the result of this motivation, but seems to proceed rather 
from a desire for that type of centralization of government control over 
all forms of transportation which will be discussed at the close of this 
memorandum. 

Admitting that for the reasons above suggested it might be some- 
what easier for particular interested groups to obtain their objectives 
under a system of transportation regulation by a cabinet officer rather 
than by an independent commission, the question remains as to whether 
this affords a valid reason for concluding that the former method is 
preferable. In this connection, reference may appropriately be made 
again to a significant point already mentioned, namely, that the advo- 
cates of regulation by a cabinet officer apparently do not propose to 
extend that form of regulation to the highly important matter of rates. 
If there is some disadvantage or undesirable feature of the proposed 
new method of regulation, as applied to rates, would not the same disad- 
vantage apply to other phases of transportation regulation? What is 
there then about regulation, as it would probably be administered by a 
cabinet officer, which seems to make it inappropriate for the regulation 
of rates in the transportation field? The answer to this question is that 
each of the three points listed above as a supposed advantage of regula- 
tion by a cabinet officer, may in fact more properly be regarded as a 
disadvantage of that method, and as an argument against it, not merely 
in connection with rates, but also in connection with other phases of 
transportation regulation. 

In the first place it would be recollected that, as pointed out above, a 
cabinet secretary engaged in the regulation of transportation would be 
more likely than an independent commission to give weight to objectives 
of the President in non-transportation fields. Thus, it was suggested 
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that in the regulation of railroads the President, or one of his cabinet 
subordinates, might well feel that it was desirable to sacrifice or subordi- 
nate the interest of the country in railroad transportation to some other 
interest, which, for the moment, he felt to be of relatively greater 
importance, such, for example, as agriculture, housing, or the conditions 
of the coal industry. This probability, so far from affording an argu- 
ment in favor of such a form of regulation, should rather furnish, it is 
submitted, an argument against it; for it would mean that under this 
form of regulation the legitimate and proper needs of the transportation 
industry, and the public interest in seeing that those needs are satisfied, 
would at every moment be in danger of being sacrificed to some interest 
which could command greater political support. 

The transportation agencies of the country are peculiarly vulner- 
able to attacks by other interests because every industry and every sec- 
tion employs the agencies of transportation and, accordingly, from a 
shortsighted point of view, is interested in obtaining the greatest immedi- 
ate advantage in its dealings with those agencies. If agriculture, for 
example, should demand that because of its supposed necessities the rail- 
roads should carry its products at less than cost, and such a demand were 
backed up by the full political support which agricultural interests are 
in a position to command, the result would almost certainly be that the 
transportation agencies would have to give way; and if the same pressure 
were applied in behalf of a sufficient number of other industries and 
interests, it would not be long before the transportation industry would 
be bankrupted. To avoid this result, Congress has, by virtue of its 
present scheme of regulation, insulated and protected the transportation 
industries by placing them under the supervision of a separate and inde- 
pendent agency which is in a position to weigh their needs against the 
demands which are made upon them, and to this extent can insure to 
the country the maintenance of adequate instruments of transportation 
without burdening the public treasury for the benefit of other more pow- 
erful interests. 

Secondly, it was pointed out above that another argument in favor 
of transferring regulatory power over transportation to a cabinet officer 
is that such an officer will act with greater flexibility, and less regard to 
precedent and to considerations of long-run principle and policy, than 
an independent commission generally does. This supposed advantage of 
the proposed new method of regulation will also be seen, when carefully 
scrutinized, to amount really to a disadvantage. While it is no doubt 
true that in seasons of emergency the regulatory agency should be free 
to adopt, if it deems necessary, measures that find no support in prece- 
dent, certainly it is not true in the vast majority of instances that an 
important industry, in the stability and efficiency of which the public has 
a vital interest, should be subjected to haphazard governmental require- 
ments having no basis in settled policy and emanating solely from the 
opinion of some official as to what momentarily constitutes the public 
interest at a particular time. It is believed that any such form of 
regulation would sooner or later result in destroying the efficiency of the 
regulated industry and rendering it a charge upon the public treasury 
and the taxpayers. Regulation, if it is to accomplish its supposed pur- 
pose, should always—except in occasional emergency situations—operate 





DECEMBER, 1948 215 





with due regard to long-run objectives and effect, and this is only possible 
if regulatory decisions are made on the basis of principles and prece- 
dents, and not on the casual and temporary views of policy entertained 
from time to time by officeholders under the direct influence of political 
considerations. 

The third and final consideration is directly related to the point 
just mentioned. There was listed above as a supposed advantage of the 
method of regulation by a cabinet officer—although this argument is 
seldom expressly enunciated—the fact that such an official is more likely 
to be amenable to the desires and aspirations of pressure groups than 
an independent commission would normally be. If this is the case, as 
advocates of the proposal admit that it is, then an additional argument 
is thereby supplied against the desirability of the proposed new method 
of regulation. However well-intentioned the objectives of pressure 
groups may be, they seldom fit together into a coherent pattern, nor are 
they generally compatible with the stability and well-being of the indus- 
try against which their thrusts are concentrated. If the object of trans- 
portation regulation is to insure to the country the advantages of a sound, 
efficient and economical system of transportation, as it is supposed to be, 
then the agency administering such regulation should rather be pro- 
tected from the impact of pressure groups than further subjected to 
them; and such further subjection would almost certainly be the result 
of transferring regulatory power over transportation from the inde- 
pendent commissions, which at present exercise it, to an executive depart- 
ment headed by a cabinet secretary. 

Apparently all these arguments against the proposed new form of 
regulation are recognized and admitied insofar as rate regulation is con- 
cerned, and, for that reason, it is proposed that rate regulation shall be 
excluded from the transfer. It is clearly recognized that railroad rates 
eannot be fixed primarily, or even to a substantial extent, on the basis of 
the supposed needs of a housing program, or a relief program, or an 
agricultural conservation program, which happens to form part of the 
platform of a particular Presidential Administration. Nor can railroad 
rates, again, be fixed without regard to principle and precedent, and 
solely on the basis of the current views held by some Secretary of Trans- 
portation as to the proper public policy of the moment. If the railroad 
industry is to continue under private ownership, and to afford a subject 
for private investment, regulatory policy must pay sufficient regard to 
considerations of stability and continuity so that investment in the indus- 
try will continue to be warranted. Again, rates should obviously not be 
made a political football through the subjection of the agency which con- 
trols them to the unmitigated pressure of political influences. 

The force and validity of these arguments seems to be generally 
accepted even by those who advocate a Federal Department of Trans- 
portation, and it is apparently for this reason that rate regulation is to 
be excluded from the functions of the proposed Secretary. However, 
the arguments which have just been reviewed are in every respect equally 
applicable to other phases of regulation. Let consideration be given, for 
example, to the power of the regulatory authority to approve or disap- 
prove mergers, acquisitions of stock, applications for leave to serve as a 
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director, certificates of convenience and necessity, new safety devices, 
and the like. In the case of each of these various departments of regula- 
tory authority, it would be just as unwise and disadvantageous to the 
public interest for decisions to be made which favored some social pro- 
gram and ignored the public need for safe, efficient and generally-sound 
railroad systems, or which disregarded principle and precedent, or which 
resulted from the application of political pressures, as would be true in 
the case of rates. There is, therefore, no more valid reason for excluding 
rates from the proposed new method of regulation than for excluding any 
other phase of the regulatory process. The arguments which are appar- 
ently accepted as valid in the case of rates apply with equal force over 
the whole regulatory field. 

The proposed exclusion of rates from regulation by the new cabi- 
net department suggests, however, an aspect of the proposal which may 
have greater significance than many of its advocates recognize. While 
it is proposed that the new Department of Transportation shall have no 
part in the regulation of rates, there is nevertheless to be transferred to 
it the power of regulating most of those functions of transportation which 
relate peculiarly to management, such as car supply and distribution, 
coordination of facilities, accounting, finance and security issues, acqui- 
sition of existing lines and construction of new lines, ete. In other words, 
it is proposed that the new department and not the commission shall be 
the agency which is henceforth to exercise regulatory power in the special 
fields relating to operation and management. 

At this point, the essential and fundamental differences mentioned 
above between the methods of decision which might be expected to charac- 
terize a cabinet department and those which prevail in an independent 
commission become of special importance. All those characteristics 
which have been described as likely to prevail in the making of decisions 
by a cabinet secretary or department,—the disregard of precedent and 
principle, the emphasis on immediate need rather than long-range results, 
the subordination of one interest to another for the sake of a program, 
the importance of direct pressures for immediate results—all these are 
properly characteristic not of a regulatory agency employed in the appli- 
cation and enforcement of law, but of a managing agency. In short, the 
new department would almost "from its inception be headed in the diree- 
tion of becoming a managing body, or rather the managing body, in the 
fields now occupied by the managements of the privately-owned transpor- 
tation agencies. The new department would clearly approach the posi- 
tion of a super-manager rather than of a regulatory tribunal; and it is 
impossible for the position of super-manager to be long occupied before 
its occupant begins to take over the functions of ordinary management. 

It will certainly be said that no such result is intended, and this is 
doubtless true of most of the present advocates of a Department of Trans- 
portation. All that is meant here is to point out (1) that the basic char- 
acteristics and features of the proposal are such that, intentionally or 
not, the result just outlined is almost certain to follow, viz., that in all 
important respects the management of existing private transportation 
agencies will be absorbed by the new agency, and (2) that this result is 
also bound to be powerfully furthered by the machinery and structure 
of a cabinet department of the Government. 
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Report of Harry C. Ames, President 
1947-48 


In view of the conclusion reached by the Executive Committee to 
forego the annual meeting for the current year I shall not have the 
pleasure of presenting this report to you in person. Notwithstanding 
this deprivation, however, I believe the action of the Committee was 
wise, especially since it enabled us to use some of the expenses saved to 
give our able Executive Secretary, Mrs. McDonough, a much deserved 
increase in salary. It is hoped, also, that meetings under a biennial plan 
may tend to stimulate the interest of the membership to the end of 
causing a greater attendance, particularly at the business sessions of the 
meetings. 

It is gratifying to note that our membership shows an increase from 
3,176 to 3,224 members. This increase does not take into account the 
many new members expected from the list of Class-B practitioners who 
were successful in passing the Commission’s last examination held in 
July. 

As the result of a suggestion made by Commissioner Aitchison at 
our Chicago meeting a new Committee was appointed to assist the Com- 
mission in the examination of non-lawyer applicants for admission to 
practice. The report of that Committee, printed in the October JouRNAL, 
shows that it did much constructive work for which Commissioner 
Aitchison has expressed his appreciation. 

In the field of legislation affecting the Commission the principal 
activity of the past fiscal year (October to October) was centered upon 
the Gwynne Bill covering the matter of practitioners before administra- 
tive agencies. It will be recalled that when Mr. Carl McFarland ap- 
peared before our meeting at Chicago he suggested the possibility of 
having a meeting between a Committee from our group and the steering 
Committee of the American Bar Association and agreed to act as liaison 
between the two committees if we so desired. Immediately upon my 
return from Chicago I set up a special committee composed of Messrs. 
Wagner, Curry and myself for such purpose. We had several meetings 
with the Bar Association group in Mr. McFarland’s office. Fairness 
compels the statement that while they were adamant in their refusal to 
exempt any agency by name they were most cooperative and considerate 
in their deliberations with us. Further, they seemed committed to the 
proposition that the abuses sought to be corrected by the Bill (H. R. 
2657) did not exist in connection with our Commission. After careful 
deliberation it was agreed that the wording of Section 6 could be changed 
so as to save non-lawyer practitioners before the Commission without 
excluding it by name. Ata hearing before the House Committee on H. R. 
2657 we recommended the inclusion of specific language which would 
have the effect and in the reprint of the Bill in H. R. 7100 we are pleased 
to note that our suggestions were adopted. (See report of the President 
in the September, 1948 JournaL). As is indicated in the report of the 
Special Committee on Practice before the Regulatory Bodies of the 
States and Federal Government and Unauthorized Practice of Law, our 
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Association is alive to the ever present danger of the passage of re- 
strictive measures in the various States and of counter measures in con- 
nection therewith. If, and when, H. R. 7100 or a similar bill, is intro- 
duced in the new Congress our Association will appear in support of its 
traditional position. 

At the last regular session of Congress we were prepared to appear, 
through our Legislative Committee, in opposition to 8. 1812 (The Cape- 
hart Bill) which sought to transfer the Commission to a Department of 
Transportation with Cabinet status. The hearings adjourned before our 
witness was reached. Since but one witness appeared in favor of the 
Bill its passage does not seem likely. 

After careful consideration the Association, as such, decided not to 
take any position on H. Res. 153 involving an investigation of the general 
transportation situation, because of the divergent interests of our 
membership. 

In connection with our Committee on Education for Practice and 
with the approval of our Executive Committee we decided to embark 
upon a rather ambitious program contemplating a detailed analysis of 
Supreme Court decisions involving orders of the Commission. It was 
felt that a study of this nature would be of great value to practitioners, 
as well as to candidates for admission to practice. The broad plan was to 
work out a subdivision of topics and assign them to various lawyers for 
analyses which would include the proceedings before the Commission, the 
pleadings in the Federal courts, and the final decisions of the latter. The 
response of the lawyers called upon to assist in the work was most grati- 
fying and for the most part they agreed that the general idea was desir- 
able. Some, however, expressed the view that the task was of such mag- 
nitude and the expense of printing so substantial that it would be ad- 
visable to make haste slowly. Accordingly, it was agreed that, as a start, 
two articles would be prepared for publication in the JourNaw and, if 
the reception or reaction makes it seem warranted the plan will be 
further progressed. The subject is, indeed, a broad one and it might well 
be that the program, as originally conceived, was too ambitious. 

The Administrative Procedure Act has now been in effect more than 
two years and, as the report of the Special Committee on Rules of Prac- 
tice indicates, everyone interested is still searching in vain for some 
profound effect it has had upon practice before the Commission. To 
those of us who opposed the Bill and worked with the Committee of the 
American Bar Association prior to its enactment this is not surprising. 
As a matter of fact, so many changes were made in the Bill, as originally 
drafted, in deference to the well-established rules governing the Com- 
mission that it may fairly be said that the latter rules were virtually a 
working model. If the Act has caused any discernible changes in the 
Commission’s conduct of its administrative duties they are of such a 
nature as to assist, rather than handicap, the practitioner. For example, 
the rules requiring the specification of reasons for denials of petitions 
and the spelling out of basic findings with more particularity are certain- 
ly not objectionable to us and the reports and denial orders of the Com- 
mission indicate that it is endeavoring to comply with the letter and 
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spirit of the rules. Additionally, and again to our benefit, it seems 
clear that the scope of judicial review of Commission orders and the 
matter of judicial censorship over the evidence have been broadened by 
the act and that the latter is not, as indicated in the Manual of the 
Attorney General, merely a restatement of existing law so far as judicial 
review is concerned. Thus far the Supreme Court has had no occasion to 
make a definite statement in this connection but the decisions of the 
lower courts show a definite trend in the direction that courts may no 
longer resort with too much confidence to the doctrine of administrative 
finality. (United States v. Watkins, 73 F. Supp. 216 (1947) ; Unger v. 
United States, 17 Law Week, 2054 (1948). 

The Act did, of course, necessitate changes affecting the personnel of 
the Commission. Some forty-nine of the Commission’s Examiners have 
been temporarily designated as Hearing Examiners and have undergone 
a ‘‘sereening’’ process before a special committee appointed by the Civil 
Service Commission as a prelude to permanent appointment. The Asso- 
ciation notes with pleasure that the salaries of these Hearing Examiners 
have been increased by one grade and it earnestly hopes that some means 
may be found to effect a similar upgrading in the salaries of those Ex- 
aminers who have elected not to become Hearing Examiners. ,The carv- 
ing out of a special niche for one type or class of Examiners, based solely 
upon the conducting of hearings, is not conducive to the maintenance of 
good morale and the basic fact should be recognized that the work done 
by Examiners on the regular staff of the Commission is just as important 
as that done by the Hearing Examiners. 

During the first session of the last Congress a special committee ap- 
pointed by President Curry called on the Interstate Commerce Com- 
mittees of the Senate and House with the idea of securing some action to 
increase the existing salaries of the Commission. The Chairmen of these 
committees recognized the merit in our suggestion but pointed out that 
two conditions militated against it. First, there was the tendency of 
Congress to cut down the already expanded federal budget, and secondly, 
the fear that an increase in the salary of our Commissioners would put in 
motion similar requests for other agencies, many of the heads of which 
are now receiving only $10,000. per annum. Careful inquiry at the begin- 
ning of the second session gave no hope that renewed effort would result 
in any success prior to the presidential election. The salaries now paid 
to our Commissioners amount to a national disgrace under existing 
economic conditions. Additionally, the situation constitutes a definite 
deterrent in securing competent men for the job. The prospect of ac- 
eepting a man-killing job at a salary of $12,000 per annum could not 
possibly be attractive to any one other than an out and out ‘‘career’’ 
man and even then only to one having independent means of additional 
support. It is hoped that the Association will continue its efforts to 
make these positions sufficiently attractive to those who are competent 
and are willing to assume the responsibilities of the office. 

And while on the subject of insufficient compensation another situa- 
tion comes to mind which cries out for attention and correction. I refer, 
here, to the current per diem allowance of $6. per day to cover expenses 
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while performing service away from headquarters. It is all too apparent 
that this allowance is grossly inadequate and causes the employee to dip 
into his own resources to cover necessary expenses. The allowance should 
be increased to at least $10., and if it is thought that this amount might 
prove excessive where Pullman travel is involved, it could be subject to 
itemization. I hope that the Association will place this matter on its 
agenda for consideration. 

At the last meeting of our Executive Committee considerable discus- 
sion was had as to the desirability of having our Association give ap- 
proval to the various ‘‘traffic’’ schools throughout the country, in a man- 
ner similar to that in force in the American Bar Association. I believe 
this would be a good plan and that it should be given serious con- 
sideration| 

I cannot appropriately close this report without expressing to the 
various Committees my earnest appreciation of the time and effort they 
have spent in promoting the traditional interests of the Association. 
I express the hope, also, that the new men who have succeeded in passing 
the examination for practitioner will come to a realization of the value of 
our group and will hasten to join us. To any one in active practice the 
wealth of material in the JourNaL and the research time which it saves 
compensates many times over for the expense of membership. 

Our new President, Chester C. Thompson, will give us a splendid 
administration in the coming year. He is an excellent organization man; 
has had experience in the halls of Congress, and will work prodigiously 
in our behalf. I turn the gavel over to him with my humble thanks to 
you for the honor bestowed and with my best wishes for his success. 


11-19-48. 
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MR. PARKER McCOLLESTER NAMED LIFE TRUSTEE OF TUFTS COLLEGE 


Mr. Parker McCollester, ’11, of New York was one of two Tufts 
graduates elected life trustees of Tufts College at a meeting of the Board 
on November 27th. 

Mr. McCollester, a partner in the New York law firm of Lord, Day 
& Lord, is the son of the late Rev. Lee 8S. McCollester, dean of the Tufts 
School of Religion. He is former Vice-President of the New York Tufts 
Alumni Association, a Trustee of Barnard College, a Director of the 
Juillard School of Music and a Trustee of Gramercy Park. He was 
President of the Association of I. C. C. Practitioners in 1939-40. 

In 1944 he was Chief of the United States Economic Mission to 
France and Minister to France for Economic Affairs. 





BRITISH ROAD TRANSPORT NATIONALIZATION 


The Road Transport Executive of the British Transport Commission 
is under the Chairman, Major-General G. N. Russell. The Executive is 
in the process of acquiring 3,000 road goods transport enterprises, operat- 
ing more than 32,000 vehicles. Up to October, 1948, approximately 100 
enterprises, operating 7,000 vehicles, had been acquired by voluntary 
action of the proprietors. 

The country is divided into eight regions or areas under District 
Managers. The operation of the road transport enterprises are planned 
and controlled by the District Offices, and the companies will cease to 
exist as separate enterprises and be merged by a gradual process into 
the operation of the Road Transport Executive. This long range pro- 
gram is designed to eliminate wasteful duplication of services and compe- 
tition and to integrate the road transport services. 

The road transport operators who are not to be acquired under the 
terms of the Transport Act, 1947, chiefly goods carriers operating within 
the radius of twenty-five miles of their bases and road passenger trans- 
port operations, are expected to cooperate with the Road Transport Ex- 
ecutive. It has been announced that in many cases permits will be 
issued to road transport enterprises not acquired by the Transport Execu- 
tive to operate outside the twenty-five mile radius limit. Several large 
road passenger transportation enterprises, including those of Thomas 
Tilling, Ltd., have been acquired by voluntary sale of the property. 
This company operates both freight and passenger road transport 
services. 

G. Liuoyp Wison. 
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The Uniform Classification Problem * 
By J. HapEN ALLDREDGE 


Interstate Commerce Commissioner 


Classification of freight has long been recognized in this country as 
an essential element of sound rate-making policies. Before the States 
and the Federal government undertook to regulate rates it had been 
found by the carriers themselves to be both necessary and advisable to 
classify the freight which they transported. The adoption of such a 
practice was dictated by practical necessity as well as by economic con- 
siderations. The publication of a separate rate for each article of 
freight would have been impracticable even in the early days when the 
commodities entering the channels of commerce were much more limited 
than they are today. To have adopted the opposite extreme and thus 
forced all commodities to move on a common level of rates would have 
seriously hampered the development of the country. 

Experience in the last half century has emphasized the need of 
systematic freight classification for transportation purposes. Com- 
merce in the United States has grown enormously in this period. It has 
grown not only in total volume and in the radii of distribution of com- 
modities, but, what is more important from the standpoint of the neces- 
sity of classification, it has grown in the variety of the articles which 
compose it. 

Classification, in brief, is the means by which each article of freight 
is assigned to a class or group according to its transportation character- 
istics. This is the only practical way by which the various articles of 
freight can be grouped and differentiated under a well-rounded, system- 
atic body of principles. 

While the necessity of freight classification was generally recognized 
by the carriers themselves in the early history of transportation in this 
country, the desirability of uniformity did not take hold sufficiently to 
bring about such a consummation voluntarily. Perhaps the lines of the 
future development of the country were not sufficiently clear to enable 
the carriers to see that it would be in their own ultimate interests to 
unify their classifications. The United States geographically is a broad 
land with varied resources. This fact has afforded, and still affords, a 
large latitude for the expansion of trade and commerce. One of the most 
difficult problems that has had to be met in the regulation of transporta- 
tion since the commerce clause was inserted into the Constitution has 
been to remove obstacles of various kinds from the path of commerce. 
Commodities cannot be channeled so as to move exclusively over single 
lines of railroad or of other types of carriers. Approximately two- 
thirds of railroad traffic today is interline. Hence, the original idea of 
the carriers that they could act singly and independently in making their 
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classifications and rate structures has had to yield to legitimate public 
needs. 

There were, at one time, as many as 138 different freight classifica- 
tions in force in what we now know as trunk-line territory alone. A 
modern manufacturer or producer would shudder at the thought of 
attempting to prepare his freight to meet such a variety of shipping 
requirements. In 1883, the Wabash Railroad had nine different freight 
classifications in effect for traffic originating on its line. It was not 
unusual in those days to find a railroad with a classification for its local 
traffic, another for eastbound traffic, and still another and different one 
for westbound traffic. The existence of so many of these individual 
classifications finally became a public evil, resulting in constant diffi- 
culties to the carriers in the interchange of traffic between them and a 
perpetual source of embarrassment and irritation to shippers and re- 
eeivers of freight. This practice was pointedly condemned by the Inter- 
state Commerce Commission in the Western Classification Case, 25 
I. C. C. 442, decided in 1912. 

The prohibition of unjust discrimination by the Act to Regulate 
Commerce of 1887 stimulated the movement for classification uniformity. 
It was realized by railroad officials that they could not observe this 
statute without establishing greater uniformity of classification. The 
first important step in that direction was the establishment of the official 
classification, which was put in force in 1887 contemporaneously with the 
taking effect of the Act. At first this classification did not entirely dis- 
place all others within the territory which it covered. Of the total num- 
ber of railroads that participated in this classification in 1888, 87 applied 
it exclusively, 35 used also one other, and nine used two others. The 
western and the southern classifications came into general use shortly 
thereafter. The railroads making use of the western classification 
steadily increased until in June, 1889, there were 69, and by 1889 the 
lines south of the Ohio River and east of the Mississippi had adopted the 
classification of the Southern Railway & Steamship Association, which 
was later designated as the southern classification. 

During the entire period of its existence, the Interstate Commerce 
Commission has endeavored to promote the unification of railroad freight 
classifications. In its first annual report in 1887, the Commission com- 
mended the work of the railroads in reducing the number of classifica- 
tions as ‘‘extremely important and useful,’’ but emphasized the neces- 
sity of a single classification for the entire country. Repeated mention 
of the importance of unification was made in many of the Commission’s 
succeeding annual reports. In 1888, the House of Representatives of 
the United States passed a resolution authorizing and directing the Com- 
mission within three months, or by January 1, 1889, to prescribe a ‘‘uni- 
form classification’’ for all the railroads in the United States. This 
resolution was not acted upon by the Senate because of representations 
by the carriers that, if given further time, they would obviate the neces- 
sity for Congressional action. But these assurances were not followed 
by effective action. Although a committee of the railroads, in 1890, 
recommended a single classification to take effect on January 1, 1891, 
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the carriers themselves were unable to agree to the recommendation and 
after March 1, 1891, they made little further effort along this line for 
many years. 

In its fifth annual report (1891) the Commission recorded the failure 
of the carriers to adopt the uniform classification proposed by their com- 
mittee in 1890 and recommended to the Congress the enactment of a 
statute ‘‘requiring the adoption within one year from the date of its 
passage of a uniform classification of freight by the carriers subject to 
the act.’’ That recommendation was repeated in subsequent annual 
reports, but was not adopted by Congress. Amendments to sections 1 
and 15 of the act on June 18, 1910, constituted the first Congressional 
requirement, in specific terms, of lawful classifications of freight by the 
carriers. 

Until the Consolidated Classification Case, 54 I. C. C. 1, decided July 
3, 1919, the official, southern, and western classifications were published 
as separate issues, each with its individual set of rules, descriptions of 
articles, and ratings. In that report the Commission referred to its 
annual reports to the Congress in which were described the efforts made 
toward greater classification uniformity. It had been evident early in 
1918 that, in view of the progress made, a complete unification of the 
rules and descriptions of articles in the three major classifications was 
possible at a not distant date; and the Commission inquired of the car- 
riers why they could not, by January 1, 1919, or sooner, effect a con- 
solidation of the three classifications into one volume containing one set 
of uniform commodity descriptions with three rating columns, one for 
each territory, subtended, and with one set of rules. 

This occurred during World War I and the period of Federal con- 
trol of the principal railroad lines of the country by the United States 
Railroad Administration, whose director of traffic appointed a small 
committee, which included the Interstate Commerce Commission’s classi- 
fication agent as a member, to carry out the work. That committee sub- 
mitted a ‘‘Proposed Consolidated Freight Classification No. 1’’ in one 
volume, which accomplished the consolidation and uniformity to the 
extent suggested by the Commission, and in addition contained many 
proposed changes in ratings. Upon request of the Director General of 
Railroads for recommendations as to the advisability of adopting the 
proposed classification for application by the carriers under Federal 
control, the investigation in Consolidated Classification Case, supra, was 
instituted to inquire into the reasonableness and propriety of that 
classification, and all carriers subject to the act, not under Federal con- 
trol, were also made respondents. 

Although in that proceeding the Interstate Commerce Commission 
made no recommendation with respect to ratings, it tentatively suggested 
a 10-class (for first class and lower) classification for the entire country, 
and percentage relations for the 10 numbered classes in rate scales. It 
there expressed the opinion that ‘‘an absolutely uniform classification 
could be prepared and proposed only in connection with a universal 
system of rate scales having a uniform number of classes’’; and recom- 
mended the adoption of the consolidated classification for application in 
lieu of the existing official, southern, and western classifications by car- 
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riers under Federal control, so far as rules, descriptions, packing speci- 
fications, and carload minimum and estimated weights were concerned, 
as well as tentatively found just and reasonable the same rules, descrip- 
tions, packing specifications, and minimum and estimated weights for 
carriers not under Federal control. The new consolidated classification, 
conforming generally to the Commission’s findings and recommenda- 
tions, was published by the railroads and became effective December 30, 
1919. Nearly 14 years later, on November 15, 1933, the Illinois classifi- 
cation was merged in the consolidated classification. 

In annual reports to the Congress after the establishment of the 
consolidated classification, the Interstate Commerce Commission fre- 
quently commented upon the matter of uniformity in ratings, sometimes 
commending the carriers for the progress made, frequently giving the 
number of changes that liad occurred and occasionally specifying the 
degree of uniformity achieved. In some instances the Commission ob- 
served that the progress had been slow, but always indicated its desire 
for the completion of the undertaking to establish a uniform classification 
within a reasonable time. The showing of official, southern, and western 
classification ratings in parallel columns of the consolidated classification 
was noted as serving, in impressive fashion, to bring inconsistencies and 
variances to the attention of shippers and carriers, and as being a strong 
influence toward ultimate uniformity. 

In the 1923 annual report the Commission spoke approvingly of the 
establishment of less-than-carload and carload ratings in lieu of any- 
quantity ratings, especially in southern classification which was char- 
acterized as having been an any-quantity classification in the past. In 
the 39th annual report (1925) reference was made to the prescription 
for the first time of uniform percentage relations for the former 10 
classes, and the two additional classes created by the Commission in 
Southern Class Rate Investigation (1925), 100 I. C. C. 513, for class 
rates applicable throughout southern territory and between that terri- 
tory and official territory. In the 41st annual report (1927) it was 
noted that similar action had been taken in Consolidated Southwestern 
Cases (1927), 123 I. C. C. 203, as to the usual 10 classes, governed by 
western classification, prescribed in that report for application through- 
out southwestern territory and between that territory and the territories 
north and east thereof. The percentages prescribed for the upper classes 
in the latter proceeding were the same as those in the former, permitting 
unification of ratings in western and southern classifications, particularly 
for less than carloads, and correction of numerous cases of undue preju- 
dice and preference on traffic between the South and the Southwest; but 
the issues in the latter case and the difference in the number of classes 
prevented uniform percentage relations for the lower classes. 

In the 45th annual report (1931) it was observed that the rates pre- 
seribed that year in the Eastern Class Rate Investigation, 164 I. C. C. 
314, for the various classes in official territory would, for the first time, 
bear a fixed relation to one another. It was further noted, however, that 
additional study of the subject of classification uniformity and the ex- 
perience gained in recent years in fixing class rates had made it 
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increasingly apparent that, while complete unification and merger of the 
southern and western classifications was possible, such unification could 
not be fully extended to embrace the official classification unless and 
until a closer alignment was effected in the basic rate structures as be- 
tween official territory and the other sections of the country. In later 
years the necessary prescription of single classifications to govern the 
interterritorial through class rates was a compelling force in bringing 
about the comparatively high degree of uniformity of ratings in the 
three major classifications, particularly with respect to ratings of 70 
percent of first class and higher, that existed in 1939, when the allied 
proceedings, Docket No. 28300, Class Rate Investigation, 1939, and 
Docket No. 28310, Consolidated Freight Classification, were instituted. 

As has been observed frequently, a classification rating must be 
complemented by a class rate, and vice versa, in order to give substance 
and effect to either. One of the expressed purposes in view in the pre- 
scription of class rates in the several territories was to provide class- 
rate systems that would actually move a substantial volume of traffic 
and not merely sporadic shipments of miscellaneous freight. Disinte- 
grating forces and influences seem to be always at work in rate struc- 
tures and they became operative soon after these regional class-rate 
systems were put into effect. Within a decade widespread departures 
from the bases of intraterritorial class rates originally prescribed by 
the Commission had taken place and as a consequence the utility of these 
class-rate structures had been greatly reduced within that short space 
of time. One phase of these departures took the form of exception rates, 
all-commodity rates, and mixture rules which, to a considerable degree, 
supplanted the application of the regular class rates. Another form 
of departure centered in changes in the class-rate scales themselves for 
intrastate application. Moreover, while the intraterritorial structures 
were disrupted by reductions in the scales, the interterritorial class 
rates were left largely on a higher level than the intraterritorial class 
rates in either the territory of origin or the territory of destination. 

One of the effects of the decision of the Interstate Commerce Com- 
mission in dockets Nos. 28300 and 28310, which was participated in by a 
committee representing this association, is ultimately to remove the ob- 
stacles that have been preventing the attainment of a uniform and law- 
ful class-rate structure based upon proper ratings in a uniform classifica- 
tion. This decision was made the subject of litigation in the Federal 
courts and was finally upheld by the Supreme Court of the United 
States in New York v. United States, 331 U. S. 284. In No. 28300 a 
uniform system of class rates was designed to supplant the existing rates 
in all the territories covered by the investigation in that proceeding, that 
is, in the continental United States east of Mountain-Pacifie territory. 
In No. 28310 it was found that the existing classifications, insofar as 
the ratings therein are concerned, ‘‘are unjust, unreasonable, unduly 
prejudicial, and unduly preferential’’; and that ‘‘a uniform classifica- 
tion will be necessary to comply with the statute.’’ The new uniform 
class rates and the uniform classification were required to be made ap- 
plicable simultaneously. The respondent carriers were given 90 days 
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from the date of service of the report to advise the Interstate Commerce 
Commission and the State Commissions whether they would undertake 
to make and submit a classification based upon the findings in the report. 

Within less than 60 days from the date of this decision, the rail- 
roads gave notice that they would undertake the task of preparing a 
uniform classification. That, of course, was a large undertaking. It 
required, as a first step, the setting up of an organization to do the work. 
The carriers created a special classification committee to formulate the 
uniform classification and a larger traffic advisory committee, composed 
of traffic officers of the principal railroads, to review the recommenda- 
tions and work of the smaller group. The latter group, known as the 
Uniform Classification Committee, consists of the chairmen of the official, 
southern, and western classification committees. During the first year 
after the decision was announced this committee completed an analysis 
of the level of classification exceptions and commodity rates on all of the 
articles listed in the present consolidated classification as an aid to 
determining a uniform rating for each article which would permit as 
many as possible of the exceptions and commodity rates to be canceled. 
Last month (October 1948) the classification committee had completed 
in tentative form the basic work of revising and unifying all the ratings 
in the several classifications and had held hearings at various points on 
its preliminary recommendations embodied in its first public docket. 
Similar hearings concerning the remaining ratings are now being held. 
There will be four of these dockets and, as now tentatively scheduled, 
the hearings by the Committee will be completed by the end of next 
April. After their termination and after consideration by the carriers’ 
classification committee of the views, objections, and suggestions ex- 
pressed at these hearings, the committee will immediately begin the final 
compilation of the new uniform classification to be tendered to the In- 
terstate Commerce Commission and the State Commissions for such 
action as they deem appropriate. 

In conclusion, I think it may be said that we are now approaching 
the end of the long road toward uniformity of freight classification. 
Let us hope that the culmination of this work will prove to be a distinct 
contribution to the onward march of progress in the economic develop- 
ment of our common country. 





Transportation Conditions in the 
United States * 


By Wauter M. W. Sptawn, Member, 
Interstate Commerce Commission. 


You as traffic men engaged by various industries in different parts 
of our great country will be specializing through the years to come in 
transportation conditions with reference to the traffic in your respective 
industries. In this brief session, we shall undertake to indicate some of 
the broad trends and developments in which you as active traffic men 
will necessarily be interested. 

It may be observed that your work as industrial traffic men is at a 
time of the greatest progress and achievement in transport our country 
has yet known. Last year the intercity movement of property reached 
a level of about a thousand billion ton miles. When you multiply the 
number of tons originated by your own industry by the average length 
of haul of that particular traffic, and when you lay that figure alongside 
a trillion ton miles, you get some idea of the amount of transportation 
service performed in one year in this country. And apparently it is 
reasonable to believe that these great demands for transportation will 
continue. 

One very favorable transportation condition which affects all 
agencies of transport is that the present offerings of traffic may not in the 
foreseeable future be very much less than at present. Our success in 
combatting plant diseases, an increasing yield through better utilization 
of fertilizers and other means, the world-wide demand for food and 
fibers, the ever increasing growth of world population, the pressure of 
which on our agricultural resources, particularly food, is creating some 
alarm among our specialists, and the cooperation of industry and labor 
with agriculture in Government support of prices of farm products 
promise a sustained heavy tonnage of agricultural products. So far as 
we can foresee the demands upon products of mines, particularly in 
connection with the new chemical developments, and the increase in 
shipments of all sorts of deposits; and continued diversification in the 
production, processing and manufacturing of goods, all combine to 
promise each agency of transport the possibility of increasing traffic, or 
at least a volume much larger than was anticipated a few years ago. The 
three years since V-J Day have brought demands for transportation at 
times beyond the capacity of our agencies of transport. It is true that 
this has been most noticeable seasonally, but it is now apparent that all 
agencies of transport could have used profitably more facilities and 
equipment than they have had available for service. 


*A Summary of Remarks Before The Institute of Industrial Transportation 
one Traffic Management, American University, Washington, D. C., November 17, 
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You as industrial traffic men now have a situation very different 
from that which prevailed in the 1930’s. Then there appeared to be an 
over-abundance of transportation facilities and the traffic men repre- 
senting the carriers were coming to the industries bidding against each 
other for a tonnage which in the aggregate was not sufficient to support 
all. During the 1920’s and 1930’s we were able to extend our transpor- 
tation facilities beyond the immediate requirements of the traffic avail- 
able. During these post-war years we find the traffic men representing 
the shippers going to the carriers and in a way bidding against each 
other for the services of transport agencies. Because of tremendous 
demand for steel, for example, in forms more profitable to fabricate, and 
that combined with other conditions peculiar to each agency of transport, 
equipment has not been built fast enough to meet the requirements of 
the shippers. In fact, expenses of construction have been so great that 
new ships for the coastwise traffic have not been forthcoming. The in- 
land water companies complain they cannot get enough barges. Though 
the number of trucks has greatly increased during the past three years, 
still the orders for trucks are on a very high level. The railroads have 
ordered many more freight cars than they have been able to obtain, and 
their earnings in the aggregate have been somewhat curtailed for lack 
of freight cars to handle the business available. 

In this situation competition between the different agencies of 
transport is different from what it was a few years ago when the in- 
dustrial traffic manager could sit at his desk and be certain of calls of 
representatives of competing railroads, of competing motor carriers, and 
of competing water lines. From this situation and from the efforts of 
shippers and carriers to meet current problems there have appeared 
some very interesting developments. To take a few as examples: I am 
told that the coastwise water lines have not been able satisfactorily to 
replace their ships which were requisitioned during the war and in most 
instances destroyed. The ships they have been able to get, which were 
built during the war, they find overlarge, not equipped with side-ports, 
and not adapted to economical operations. Their heavy terminal costs 
of loading and unloading have further retarded them in expanding their 
activities and greatly limited their participation in the traffic for which 
they would be expected to bid. The inland waterways, on the other hand, 
have the barges which came over from the pre-war period, those which 
were built during the war, and such as they have been able to get since 
the war. On the whole, the inland water companies on our lakes, rivers 
and canals in 1947 increased the volume of their business from the 
previous year some 20 percent. They produced in 1947 149 billion ton 
miles as against 124 billion ton miles the year before. When we look 
into the nature of their operations we find they have become specialists 
in transporting commodities in bulk—raw materials and certain proc- 
essed goods—from dock to dock. They are apparently participating 
less and less in movements on joint rates where they have to pay or 
receive divisions. They seem more and more to be giving up packages 
and small shipments. 
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Now, these conditions appear to be rather favorable to the transport 
agencies and place greater burdens upon the traffic men in industry. 
If we look to the highways we might expect these small packages which 
were given up by the waterways to appear more and more on the trucks, 
If so, it is not on the trucks of common earriers. The common carriers 
by highway have found the cost of pick-up and delivery of handling less- 
than-truckload shipments so great that they have again and again em- 
bargoed them or subjected their movement to very high rates. That is, 
the regulated carriers by trucks also appear to be specializing and handl- 
ing more and more the commodities which move in truckload and which 
move from the shipper’s platform to receiver’s platform. Perhaps this 
development is being worked out as much through initiative of the 
traffic men of industry as of the carriers themselves. Under present 
conditions of increased traffic in peace time, the trucking industry has 
grown since the war by leaps and bounds. The inter-city traffic on the 
highways in 1947 has been estimated to have been 78 billion ton miles 
as against 64 billion ton miles in 1946. This great demand has enabled 
large carriers to specialize more and more, and to become their own 
insurers to a greater extent. The obtaining of insurance, particularly 
cargo insurance, is becoming increasingly difficult. To offset such handi- 
caps is the steady improvement of the nation’s highways, and the liber- 
alization by the States of regulations as to weights and sizes of vehicles. 
Many new trucks are being adapted to the transportation of particular 
commodities. 

The effort of industry to get commodities to the public in the volume 
the public is willing to take them has also led:to some expansion of our 
pipe line facilities. Again the scarcity of steel has held up some of these 
extensions. However, in 1947 the pipe lines accounted for 104 billion 
ton miles as against 92 billion ton miles for 1946, The pipe lines are 
supplemental to tank steamers, barges, tank cars on the rails and tank 
trucks on the highways. These facilities together offer an impressive 
development of transport facilities for the economic handling of pe- 
troleum and petroleum products. 

Although there has been a great increase in the production of goods 
the supply in many instances is not sufficient to meet the current demand. 
This has given rise for many months to a greater demand for expedi- 
tious handling of shipments smaller than would have been the case if the 
supply of goods had equalled the demand for them. That is, pressing 
need for whatever goods might be had has promoted shipments by car- 
load instead of shipload, and in many instances has substituted truck- 
loads for carloads. We have noted how this situation has increased the 
traffic of the inland waterways, of the carriers by highway, and of the 
pipe lines and their coordinated auxiliaries. It has likewise greatly 
increased the traffic handled by the railroads. It is estimated that dur- 
ing the year 1947 some 995 billion ton miles were produced by our car- 
riers, exclusive of coastwise and intercoastal water carriers. Sixty-seven 
percent of this one trillion ton miles was accounted for by the railroads. 


This 67 percent amounted to 664 billion rail ton miles as against 602 
billion the year before. 
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For the year ending June 30, 1948, the inland water carriers re- 
porting to the Interstate Commerce Commission showed the greatest 
gain in revenues, some 80 percent above the year 1946. Next were the 
motor carriers of property showing a gain in their revenues over the pre- 
ceding year of 40 percent. The railroads were next with an increase of 
20 percent and the pipe lines with about 19 percent. While the rail- 
roads increased the volume of their business from 602 billion ton miles 
in 1946 to 664 billion ton miles in 1947, the lesser figure of 602 billion 
for the earlier year was 68 percent of the total estimated ton miles of 
all carriers whereas the larger figure of 664 billion ton miles was about 
67 percent of the total of estimated ton miles of all carriers. 

This performance by the railroads for the calendar year 1947 is in 
sharp contrast with that of the years immediately following World War 
I. There have been substantial reductions during the past 25 years in 
the miles of railway operated, in the number of locomotives in service, 
in the number of freight cars, and in the number of employees. On the 
other hand, at great expenditures of capital the roadbeds have been im- 
proved, grades and curves have been reduced, heavier rails have been 
laid, freight cars are loaded 20 to 25 percent more heavily, tons per train 
load have been doubled, and the speed per freight train has increased 
33-1/3 pereent. There is a similar story in the passenger service. The 
average train load in 1947 was about 111 passengers as against 65 a 
quarter of a century ago, and currently the number of passengers per 
train is approximately 103. The number of passengers per car is now 
from 20 to 25 as against 16 in 1922. The average length of the journey 
per passenger has also doubled. 

Under the present conditions of competition for transport services 
the railroad managements also are having difficulty in maintaining the 
standards of service to which the shippers have become accustomed. 
There are many complaints from shippers throughout the country and 
under present circumstances railway officials do not seem in many in- 
stances to be able to achieve the requested improvements. How much of 
this is due to the fact that traffic will stay on the rails in spite of service 
not being so good as formerly, how much of it is due to efforts toward 
economy, how much of it is due to conditions over which neither the rail- 
way management nor the shippers have much control, are interesting 
questions, and some of these questions will engage you as industrial 
traffic men. 











Some Observations Concerning Pipe Lines * 


By Cuype B. ArrcHuison, Member 
Interstate Commerce Commission 


I have many friends in the petroleum industry, especially among 
those interested in transportation. We have learned to know each other 
in the stress and heat of rate cases such ag those that have lately been 
coming in series, and also in less spectacular rate or valuation proceed- 
ings that are of much importance to the parties, and are difficult of reso- 
lution because obscure or borderline principles of law or of economics 
are to be identified and clarified, and then applied. 

Avoiding the controversy involved in rate cases now pending before 
the Interstate Commerce Commission, which greatly concern us all, I 
submit some observations concerning the pipe lines within our jurisdic- 
tion. They will be referred to simply as pipe lines, and that they con- 
duct petroleum, crude or its products, is to be understood. 

We all know the vital part that the production, transportation, and 
distribution of petroleum play in the economy of the nation and in its 
defense. The strongest statement that could be made could not be an 
exaggeration. Moreover, these same factors directly and deeply affect, 
and sometimes control, the destinies of the nations and peoples of the 
world. The cold and tepid wars now going on concern the control or 
possession of oil fields or means for the transport of petroleum. Of 
course, there are other causative motives. 

In the recent emergency, our petroleum industry, including pipe 
lines, met demands that taxed their efficiency and endurance, patriotical- 
ly and with marked results in keeping the national economy going while 
contributing to the winning of the war. The principal means of trans- 
portation of crude petroleum is the pipe line system which brings the 
crude oil from the wells to the refineries. The inherent possibilities of 
maximum use of these facilities were not fully realized before the recent 
war made such great demands upon the petroleum industry. The in- 
dustry can take just pride in the contemporaneous recognition of its 
contribution on behalf of humanity in general. 

One incident that may not be known illustrates the importance of 
our pipe-line network, and the concern of the government as to its 
vulnerability to sabotage. Acting on a request from a high source, the 
Comission during the whole war period kept under lock and key all the 
maps and data relating to the oil-carrying pipe lines, that had been 
submitted to it in the valuation proceedings under the Interstate Com- 
merce Act. 

Rail tank cars also play an important part in the transportation of 
erude oil. The ability of the railroads to rise to an emergency was 
demonstrated during the war when the operation of submarines inter- 
rupted transportation by tank steamers from the Gulf coast ports to the 





* Before Annual Meeting of the American Petroleum Institute, Division of 
Transportation, Chicago, Illinois, November 9, 1948. 
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eastern seaboard. Prior to placing in operation of the pipe line known 
as the ‘‘Big Inch,’’ the railroads were using in constant trainload shuttle 
movements from the mid-continent oil fields to the eastern seaboard re- 
fineries upward of fifty thousand tank cars. 

The coastal and intercoastal tankers and the barges on the inland 
waters did valiant service, but the tankers in ocean service were, as we 
all know, either commandeered for service elsewhere or were driven from 
domestic service by the efficiency of enemy submarines. They, with the 
other craft mentioned, have again become real contributors to the low- 
cost movement of petroleum and its products. Nor should we omit to 
give due recognition to the motor fleets, both common and contract car- 
riers, and those privately owned. Their service is primarily one to be 
coordinated with that of the mass bulk carriers, as distributing agents. 
However, in the time available, we deal chiefly with pipe lines. 

Everyone, from childhood on, is familiar with and interested in the 
visible agents of land transportation. Children play trains, youths 
steal their fathers’ automobiles and learn to drive them, youngsters 
make model airplanes and then fly real ones, and the river steamer and 
ocean liner are ever of interest—interest that has an element of the 
possessory in it. But how few of us know much about the pipe lines that 
transport petroleum and natural gas! Even the ungraceful black coast- 
wise or river tanker is better known than the sub-surface oil carrier. 

The pipe line differs from all other types of carriers of goods. It is 
a modest thing that burrows in the ground, and what it does for us is 
taken for granted without much curiosity as to what the pipe line is 
like or how it works. Tell the common man that the pipe line may' be 
worked with outward pressures of more than a ton per square inch, and 
he will register surprise, perhaps incredulity. The pipe line has done 
nothing like transforming a freight train caboose cupola into a de luxe 
passenger coach’s vista dome; if any at all, its expenditures for adver- 
tising are small; and the industry has not found it necessary to employ 
movie stars and encyclopedia experts to sell its service. This may make 
it an ‘‘unprogressive’’ business. And even more unorthodox has been 
its record during these days of sharply rising costs, in that it has not ap- 
plied for authority to make a general increase in its rates, but rather 
has reduced them. The industry may need—probably does need—better 
publicity so that there may be a better understanding generally as to 
the characteristics of the business and its techniques. The lines have a 
capacity for growth in plant that is surprising, and more flexibility in 
use—changing direction of flow, from oil to gas, and for interweaving its 
lines and products—than had commonly been thought possible before the 
late war showed what could be accomplished. While other forms of 
common carriers have been decreasing their plants or contracting their 
services, the pipe lines have increased in length and in individual ca- 
pacity. With a high grade of technical skill in the service, we may well 
doubt if merely oil or gas mark the end of the catalogue of what may be 
80 transported. 

It is an attractive subject for speculation whether the increasing 
use of fuel oil, and the contemporaneous demand for low cost movement, 
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may not lead the railroads to interest themselves in pipe-line operations, 
to the extent they can do so lawfully. 

There are peculiar relations between the producers and refiners of 
petroleum, the pipe lines, and the other means of distribution of the 
products. A common interest or even common ownership and manage- 
ment may exist. The practical necessity for much of this interlacing 
has been recognized in many economic studies and governmental in- 
vestigations,—but rather doubtfully, perhaps even grudgingly recog- 
nized. A good deal of prejudice has been carried over consciously or un- 
consciously from the days when the practices of the petroleum industry 
smelled. 

Even if this mutuality of interest is to continue, as a matter of 
commercial necessity in a somewhat peculiar industry, it is apparent 
that others than those who are within the circle that may own and op- 
erate a pipe line, even competitors of the owning interests, may have a 
need to use the services of that pipe line, and that it may be in the 
public interest that such others should be admitted to use the line on 
fair terms. But as human nature is what it is, clashes in interests are 
all but inevitable, and then regulation by an impartial government 
agency carrying out the policies and rules of the legislature may be 
necessary. 

Congress has used this power slowly and often hesitatingly. In 
general, it has applied regulatory remedies to the various branches of 
the transportation industry by individual groups, and only as necessary 
to meet current wide-spread abuses that have become intolerable. These 
have not been the same at one time in respect of all forms of transporta- 
tion agencies, hence regulation has not been and is not uniform in all 
its details. Regulation could not be uniform and be wise, except by 
sheer chance, or except as there might break out an epidemic of the 
same transportation abuses. 

For these reasons, the oil-carrying pipe lines have not been sub- 
jected to many of the regulatory provisions that in a long series of years 
have been made for the railroads, for example. But the broad sub- 
stantive provisions that govern other carriers have been applied to the 
pipe lines, as will appear later on. 

An illustration will develop the statement, brought to notice by 
accident within the last two weeks. A financial journal told of the 
construction of a pipe line system to transport crude oil in interstate 
commerce, in concert of action by four well-known pipe line companies 
or owners of pipe lines. The system would be considered huge, accord- 
ing to the standards of only a few years ago. By any standards, the 
construction of a railway line, or a consolidation of motor carrier serv- 
ices, comparable as to length of line, would have attracted wide notice 
and much interest—possibly even controversy. The federal regulatory 
act has imposed no formalities that have to be met by the constructors 
until tariffs of charges should be filed with the Commission. I under- 
stand that if the new line was for the transportation of natural gas, @ 
wholly different statement would have to be made. But no federal cer- 
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tificate of convenience and necessity is required before beginning con- 
struction or operation; there is no grandfather clause or any clause 
named after any other relative that has anything to do with the inception 
of the enterprise; the Commission does not pass on the securities issued 
or assumption of liabilities, or interlocking directorates or positions as 
officers; the plants when constructed are not within the special provi- 
sions as to consolidation, common control or merger applicable to the 
rails and motor carriers; the safety statutes prescribed for many car- 
riers do not apply to the construction or facilities or operating practices 
of these lines, nor do the statutes and regulations relating to the surface 
carriage of inflammables. When the line is in operation, the emergency 
“service order’’ of the Commission will not run against the pipe line; 
it is not bound by the ‘‘commodities clause’’ to refuse to transport com- 
modities of its owner ; it does not have to require cash on the barrel-head 
for carriage or else comply with the regulations of the Commission as 
to extension of credit for transportation charges; the Commission may 
not require it to extend its line, or to provide itself with facilities to 
afford adequate service, except possibly as an incident to an order to 
cease and desist from an unjust preference or undue prejudice; it is not 
required to comply with the Accident Reports Act, the Carriers’ Taxing 
Acts, and, if misfortune overtakes it, the special procedures for re- 
organization or readjustment of debt, section 77 of the Bankruptcy Act 
and the Mahaffie Act, do not apply. 

On the other hand, the pipe line is bound by the substantive pro- 
visions of the Interstate Commerce Act; all its rates must be just and 
reasonable, and those that are not are unlawful; its classifications of 
freight and practices shall be reasonable and just; personal unjust 
discriminations are forbidden, as well as undue or unreasonable prefer- 
ences or advantages; it is required to provide all reasonable facilities 
for interchange of traffic, without discrimination; it is to comply with 
the long-and-short-haul and aggregate-of-intermediates provisions of 
section 4 of the Interstate Commerce Act; and must avoid pooling of 
traffic or revenues, except upon the Commission’s approval of an appli- 
cation therefor. While the initiative in rate-making is left with the 
carrier, the pipe line carrier must make periodical and special reports 
of its operation and financial and traffic statistics required by law or by 
the Commission. 

The procedural provisions of the Interstate Commerce Act generally 
apply to such pipe lines. They declare the duty on the part of the car- 
rier to publish and file schedules of its rates, to change them only in the 
manner the law permits; not to engage in transportation without the 
filing of schedules, and to collect tariff charges. The Elkins Act of 1903, 
designed to supplement the provisions of the Interstate Commerce Act, 
applies to the pipe lines, as those which were affected by the ‘‘consent 
decree’’ well known. The pipe lines, likewise, are liable for damages 
arising from violations of the Interstate Commerce Act, enforcible 
through reparation actions; and generally they are subject to penalties 
for violations of provisions applicable to them, the same as common car- 
riers by railroad. The general provisions as to complaints and formal 
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investigations and the suspension for investigation of new rates, are 
applicable to challenges of the rates and practices of the pipe lines, as 
they are to other carriers. The Bulwinkle-Reed Bill applies to the pipe 
lines acting together in making certain classes of agreements. Signifi- 
cantly, Congress in this latest expression has put the carriers by pipe 
line in a separate class. 

Congress has thus left the oil-carrying pipe lines of the country on 
a basis of self-regulation or industry-regulation as to many details of 
their business operation to a very much greater extent than it has the 
other forms of transport agencies. This must have been deliberate, since 
there were many Congressional investigations that threw into sharp 
relief the operations of the oil companies. There have coincided two 
factors that have influenced the shaping of the law: the peculiar eco- 
nomic relations that inhere in the petroleum industry, particularly as 
to the pipe lines as necessarily closely connected adjuncts of the func- 
tions of production and refining the crude oil; and secondly, the com- 
parative (but not entire) freedom from complaint as to the charges or 
operational methods of the pipe lines. 

Now, granted that the industry has done a good job, and during the 
war an excellent and patriotic service, and granted that need for more 
exacting provisions of law has not been apparent, it does not follow that 
this condition of relative freedom for individual initiative can or should 
continue indefinitely. On the contrary, the probabilities for stricter 
legislation are necessarily greater than they are for stricter regulation of 
the agencies now more tightly controlled. 

One of the ominous portents of a continually rising level of costs 
for public service, the result of spirally increasing wage and materials 
costs, is that the price of transportation by private agencies will be 
forced so high that the traditional American system of far-flung busi- 
ness will have to be supplanted by a system of production and distribu- 
tion based on short hauls, the use of substitutes, and general abstinence 
from use of transportation wherever possible. That the pipe lines have 
not been forced to this form of panacea is an outstanding exception in a 
general situation. This favorable condition of relative immunity from 
fantastic price increases cannot continue indefinitely. Then, if detri- 
ment to the public interest and national economy result, further regula- 
tion to fit the case will follow. 

Again, there is no guaranty that conditions of extreme gravity 
threatening the national safety may not come upon us, perhaps sudden- 
ly, in more vicious form than ever before. Should this occur, because 
the national demand for petroleum will be more urgent than ever before, 
the public interest and needs of national (or even world) defense will 
require direction how it should be produced, refined, transported, and 
utilized in coordination with the whole defense effort. And what I mean 
is a complete coordination of all of the different types of transportation 
facilities, to ensure a complete transportation system, willing and capa- 
ble of making these vital products available throughout the nation, as, 
when, and where needed. We need not now explore how this might be 
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done. One way would be the taking over of the lines and their operation 
by the government under the war power, under the same 1916 act that 
has been used in both World Wars. 

But there is a more ominous portent in that the United States is the 
last great country to adhere to the system of private ownership and op- 
eration of the means of transport. If government ownership ever comes 
here, it will be because the private carriers are unable to give the kind of 
service demanded in the public interest without imposing rates that can- 
not be borne by industry and by the people. Or, it may be because 
some tremendous emergency has forced taking over of the carriers (or 
some types of them), for the reason that individually or in concert they 
cannot or will not give a service completely integrated so as to meet the 
needs of the emergency. There are, and have been, many who would like 
to see this occur because of the end result—nationalization of the car- 
riers. I am not one of them. 

To avoid both dilemmas will be a tremendous difficulty, but if we 
are to continue our way of life, every effort must be put forth to find 
a solution, and then apply it. For the pipe line industry I have a short- 
run program to recommend. The functions of the office of a common 
earrier should not be sought to be avoided by any of the owners of these 
lines. It is too much of a strain on human good intentions to expect that 
the owner of a line, chiefly interested in his own shipments, will to his 
own disadvantage deal with a rival who wishes to use his common carrier 
line. If the lines are not to be divorced, there must be regulation suffici- 
ent to see that they conform to every standard of fair dealing prescribed 
by Congress. Mere dollars and cents considerations as to the lessening 
of income taxes should not interfere with the faithful carrying out of 
the trusteeship assumed by a common carrier, especially when the com- 
modity involved is one so necessary in the public interest. There must 
be the utmost possible flexibility and coordination in construction, and 
in operation, that is possible under the law, so that in event of emergency 
the lines will at once become a cooperative, integrated part of a nation- 
wide transportation system. 

More consideration must be given to the conservation of materials 
and capital, by avoidance of unnecessary expenditures for new con- 
struction, merely for competitive reasons, when reasonable cooperation 
with other agencies of commerce would serve the same end. Use of the 
threat of construction as a means of coercion of rate concessions from 
other carriers is, of course, wholly indefensible. Liberality toward pat- 
rons of the pipe lines rather than policies of preserving the monetary or 
strategic interests of the owners of the properties, should be the rule. 

These are all policies that are within the control of the industry, and 
need no legislation or consent of a regulatory body. I submit that if 
put into effect, they will better the position of the industry in the public 
mind. Should the industry fail, in the face of the certain far greater 
demands that will be made upon it, it would be a bold man who would 
predict what would be done with such an agency, incapable of perform- 
ing functions that are necessary to the continuance of the nation. No 
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BOOK REVIEW 


AMERICAN TRANSPORTATION IN PROSPERITY AND 
DEPRESSION * 


What effects have the expansions and contractions of general busi- 
ness activity had on the movement of goods and passengers, competition 
among the different types of carriers, changes in the composition of 
traffic, lengths of haul and journey, utilization of equipment, efficiency 
of labor, fuel economy, prices of materials and supplies, wages and 
other costs, revenues and profits during the half century preceding 
World War II? How are these items likely to behave with respect to 
future business cycles? 

The above questions indicate the general range of inquiry dealt with 
in a new book just released by the National Bureau of Economic Re- 
search, entitled American Transportation in Prosperity and Depression, 
written by Thor Hultgren. Each of these, and many other questions 
relating to past performances, are answered in a clear, forthright and 
convincing manner after a comprehensive analysis of authoritative facts 
and figures. This book should be of great interest to transportation 
analysts as well as to students of business cycles. To my knowledge, the 
subject matter dealt with therein has not been covered in such a com- 
prehensive manner by any previous writer. The book should become a 
classic in transportation literature. 

Mr. Hultgren has been a keen student of transport economics for 
over 20 years. He is a graduate of Columbia University and also studied 
at the Brookings Graduate School. During the late ’twenties and early 
thirties he was transportation expert for the U. S. Department of Ag- 
riculture in Washington. Later he was employed by the Interstate 
Commerce Commission as transport analyst. He joined the staff of the 
National Bureau of Economic Research in 1940. During these years he 
prepared many studies and wrote many pamphlets on various transport 
topics, and has acquired a background which eminently qualifies him for 
the preparation of the book just published. 

The first ten chapters of American Transportation in Prosperity and 
Depression deal almost exclusively with cycles in the railroad industry. 
Other types of carriers are covered in chapter 11. The comparatively 
brief discussion given to agencies other than railroads results from the 
fact that a long and unbroken record of statistical data required for an 
analysis of the kind undertaken in this book is not available except for 
the railroads. However, use is made of the limited suitable data avail- 
able for the remainder of the transport industry consisting of highway, 
transit, pipe-line, water, and air carriers. In the final chapter, the 
author contemplates, to the extent possible, the behavior, in future 


* American Transportation in Prosperity and Depression, by Thor Hultgren 
(New York: National Bureau of Economic Research, 1948. 432 pp. $5.00). 
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business cycles, of several transport topics analyzed in previous chapters, 
although he makes no predictions as to the timing, duration, and ampli- 
tude of their oscillations. 

In the preparation of the book, the behavior of approximately 160 
different time series relating to many facets of the transport industry, 
such as, for example, ton-miles, passenger-miles, revenues, expenses, 
taxes, income, etc., were studied both in the light of the co-existing level 
of the entire business economy and the level of railway traffic. Where- 
ever possible, each time series was superimposed on a chart showing the 
fluctuations in the level of general business or volume of rail traffic and 
the degree of conformity between the two sets of data was measured 
monthly, quarterly, or annually, for as many years as possible. This com- 
parison affords answers to such questions as: Does a particular set of 
transport data conform positively or inversely with the concomitant cycle 
in business or traffic? (That is, are ton-miles, for example, lowest at the 
bottom of the business cycle? Do they rise when business activity in- 
creases? Do they reach a maximum when business activity reaches a 
peak?) Do the turning points in the cycle for a particular set of trans- 
port data coincide with, lead, or lag behind the turning points of the busi- 
ness or traffic cycles? How does the duration of the expansion and con- 
traction phases of the two concomitant cycles, transportation and 
business, compare? All these questions are considered for each time 
series under review. Particular attention is directed throughout to the 
behavior of the time series at each turning point in the cycle. 

Each series begins with the earliest period for which reliable statisti- 
cal data could be found, and, in the majority of cases, ends just before 
the outbreak of World War II. Thus, the tonnage carried on the New 
York State Canals begins with 1837. Data for railroad ton-miles begin 
with 1865. Freight car orders are shown on a quarterly basis since 
1870. Owing, however, to the paucity of data in the early years, it was 
possible to obtain only 18 time series which antedate 1890. With the 
beginning of Federal regulation of the railroads, new and more accurate 
statistical data became available from publications of the Interstate 
Commerce Commission. Many of these series were selected for scrutiny. 
About 33 new series are added to the scope of analysis in the 1890 decade, 
17, in the 1900 decade, and 24 in the 1910 decade. The introduction of 
monthly financial and operating reports to the I. C. C. by class I rail- 
ways in 1920-21, enabled the addition of 50 new time series. In all, the 
book has such a comprehensive collection of time series (seasonally ad- 
justed in the case of quarterly and monthly series) on all aspects of 
transportation as to make it cyclopedic in content. 

It is obvious that the compilation, condensation and analysis of 80 
many time series for so many years is a work of great magnitude. The 
author, therefore, deserves great credit for undertaking the assignment 
and bringing it to a successful conclusion. The results are presented in 





1 The cycles for general business activity were determined by Arthur F. Burns 
and ~e C. Mitchell and are stated in their book, Measuring Business Cycles 
(New York: National Bureau of Economic Research, 1946). 
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an admirable manner. The reader is not overwhelmed with a mass of 
statistical tables. Charts showing both the relationship between a par- 
ticular series and the level of business or traffic are used very extensively. 
Approximately 140 time series are charted. Some few additional series 
which do not readily lend themselves to graphic presentation are shown 
in brief tables. 

Statistical techniques are limited for the most part to arithmetic 
methods, and are carefully described. Of necessity, the time series 
analyzed are the summary data for each type of carrier, that is, all rail- 
roads, all transit lines, all highway carriers, ete. 

Several conclusions resulting from this inquiry have been matters 
of general knowledge for many years. We know, for example, that 
there is a positive conformity between ton-miles and the general level 
of business activity, that output per man-hour in all occupations col- 
lectively moves in the same direction as the volume of traffic, that the 
ratio of gross ton-miles per ton of fuel consumed increases in expansion 
and decreases in contraction of the volume of traffic, that the average 
speed of cars in service varies inversely with the volume of traffic, etc. 
There is no need to dwell on these aspects of the report here. However, 
many of the conclusions brought forth are far less known and some are 
novel. 

It is found that the diversion of traffic from rail to motor carriers has 
been more rapid in periods of contraction of business than in periods of 
expansion, owing partly to the fact that rail rates were, up to the mid 
thirties, more rigid than the motor rates. Greater flexibility of motor 
rates was assured by the ease with which truck operators were able to 
enter business. Since the passage of the Federal Motor Carrier Act in 
1935, however, truck rates have tended to become more rigid. The 
author believes that, while the regulation of motor rates should lessen 
the diversion of traffic from the railroads, there is the possibility that 
rigid motor or rail rates will induce many shippers to carry goods in 
their own vehicles. 

The average length of haul tends to shorten in expansions and 
lengthen in contractions, owing largely to changes in the composition of 
traffic. Moreover, it appears that traffic lost to competing carriers dur- 
ing the downswing of the cycle generally has a shorter haul than the 
traffic retained by the railroads. These two factors reinforce each other 
to produce an increase in the average length of rail haul during periods 
of depression. 

Passenger travel by rail is more stable than the movement of freight. 
Moreover, commuter traffic is subject to smaller fluctuations than non- 
commuter traffic. Although suburban travel is subject to much highway 
competition, the difficulty of driving through congested streets during 
rush hours, the frequent and convenient schedules provided by the rail- 
roads, and the comparatively low level of commuter fares—probably 
not more than out-of-pocket cost of driving—are factors tending to make 
commuter travel less sensitive to diversion to the highways. 

There doesn’t appear to be any positive conformity between car 
supply and the volume of traffic; total rolling stock sometimes became 
larger and sometimes smaller in periods of increasing as well as decreas- 
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ing traffic. Nor is there any evidence of a positive correlation between 
orders for the manufacture of new freight and passenger cars and the 
rate of growth in volume of traffic. Often, car orders declined long 
before traffic reached a peak. There is no evidence to support the sug- 
gestion of John Maurice Clark that the retardation in the growth of 
traffic was responsible for the earliness in the decline of car orders. 

Output per man-hour improves more rapidly in the early phases of 
an expansion, and deteriorates faster in the first phases of a contraction. 
Productivity per man-hour has, however, risen from cycle to cycle. 

Man-hours paid for in maintenance work tended to decline relatively 
to traffic units in the expansion phases of a cycle and to increase relatively 
to traffic in the contraction phases of the cycle. 

Since 1890, revenue per passenger-mile has shown little conformity 
with the volume of passenger traffic, while revenue per ton-mile has con- 
formed inversely with freight traffic. One should not conclude, how- 
ever, that rates and fares actually declined in periods of expansion and 
rose in periods of contraction. On the contrary, it is safe to say that 
the railroads did not, as a general rule, raise their charges in periods 
of declining traffic, or reduce them in periods of increasing traffic. The 
altering composition of traffic probably accounts for most of these 
changes. 

Prices which railroads charged for their services rose little, if at all, 
in expansions, while the prices which they had to pay for materials pur- 
chased rose substantially (prior to World War II). In periods of con- 
traction, commodity prices fell while unit revenue did not fall corre- 
spondingly. The most rapid rise in unit profits came early in the ex- 
pansion phase of a cycle, and the most rapid fall, early in the contrac- 
tion phase. 

The book does not altogether consist of a collection of charts, tables, 
and analyses and interpretations thereof. It is liberally interspersed 
with many informative remarks and observations on many transport 
topics. 

The chapter on ‘‘ Utilization of Equipment in Freight Service’’ con- 
tains a succinct history of technological changes in locomotive design 
to achieve greater tractive effort, statements on improvements of way 
and structures, centralized traffic control, car retarders, etc. Another 
discussion is devoted to ‘‘How a freight car spends its time.’’ Using 
data collected by the Federal Coordinator for December 1933 (a month 
of low traffic volume), the author shows that of the total freight car-hours 
(serviceable and unserviceable), a car, on the average, spent only 3.2 
percent of its time in trains, loaded, 2.1 percent in trains, empty, 9.5 
percent in loading and unloading, 7.4 percent in terminals, including 
interchange, 63.1 percent in idle time, not in trains, and 14.7 percent in 
unserviceable condition. From 1920 to 1941, loaded car-hours in trains 
never exceeded 8.5 percent of all serviceable car-hours. This percentage 
rose and fell with expansions and contractions in revenue ton-miles. 
Freight locomotive-hours in trains varied between 15 percent and 41 
percent of the total serviceable hours from 1920 to 1940. As in the case 
of freight cars, the fluctuations in this percentage varied directly with 
fluctuations in revenue ton-miles. 
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The chapter on ‘‘ Workers and Their Performance”’ includes a dis- 
eussion of technological improvements tending to minimize the deteriora- 
tion of plant and equipment and a discussion on the mechanization of 
maintenance work. The chapter on ‘‘Fuel Economy’’ summarizes 
changes in locomotive design resulting in greater fuel conservation. 
There are also informative observations in other chapters on manage- 
ment policies regarding the purchase of new equipment, deferred main- 
tenance, the distribution of profits, ete. 

Nowhere has the cyclical growth and development of the transport 
industry in all its aspects been better reported than in American Trans- 
portation in Prosperity and Depression. It should provide analysts with 
an exeellent perspective of the past performance and an insight into the 
future of the transportation industry in relation to general business 
activity. 

Sam G. SpPAu. 





LIFE’S RECORDS CLOSED 
By Epwarp H. DeGroot, Jr. 


Chairman, Memorials Committee 


Herbert P. Friedman, Pres’t & Mgr., Interstate Tank Car Corpora- 
tion, P. O. Box 1668, Norfolk 1, Virginia. (10-31-48) 


R. A. Kearney, Jr., 1818 Springhill Avenue, Mobile, Alabama. 
(8-2-48) 


Clarence M. Smith, T. M., H. L. Green Company, Inc., 902 Broad- 
way, New York 10, N. Y. 





LAW ON PRICING POLICIES SUMMARIZED 


Commerce Clearing House, Inc., 214 N. Michigan Ave., Chicago, Ill. 
has issued a pamphlet entitled ‘‘Pricing Policies and the Law’’ which 
reviews the various Statutes and reprints in full text the leading cases 
concerning pricing policies. Included are the recent Supreme Court 
decision in the ‘‘Cement”’ case, and others. Price of the booklet is $1. 





The Use of Costs in Making Rates * 


By Forp K. Epwarps, 


Bureau of Accounts and Cost Finding, 
Interstate Commerce Commission 


Introductory Remarks 


These talks which Mr. George Minnick, Secretary of the National 
Accounting Committee, has been asking me to make are developing, I’m 
afraid, into a serial form. At the annual convention in Los Angeles 
last fall, I was asked to speak on the subject of how the accounting 
classification might be better fitted to the needs of cost finding. This 
Spring at Detroit I spoke on the subject of how to make cost studies 
after one easy lesson ;' and now, I fear, I’ve come up against the $64 
question, i.e., how to use costs after you get them. 

I hope I won’t repeat the experience I had 20 years ago in Los 
Angeles. I had just organized a night-school class in the economics of 
motor transportation when I received a letter from a trucking journal 
published locally asking me to write a monthly series of articles on the 
economics of truck transportation and offering to pay me one cent a 
word. I felt flattered by the request and went to work throwing in a 
lot of 60c words for good measure. Two months went by and nothing 
was published; so I called the editor and was informed that they were 
reconsidering the matter. A few weeks later my articles were returned 
with the brief statement that the economics of truck transportation were 
apparently too complicated for the practical truck owner to understand. 

Ever since that experience I have tried to keep things simple, but 
without too much success. In any event, I can bank on the fact that the 
motor carrier staff members have acquired a great deal more sophistica- 
tion toward transportation economies in general and rate making in par- 
ticular than was the case twenty years ago. Also, in asking your patience 
I should like to refer to a statement in the Encyclopedia Britannica* 
to the effect that the most important of all truths in cost finding is that 
the skill and judgment needed to properly apply cost data after they 
are developed are more important than the ingenuity exercised in devis- 
ing the system of cost finding in the first place. 

The complications in using cost studies arise from the inherent 
nature of the transportation costs themselves which are made up in part 
of direct or out-of-pocket costs and in part of constant or fixed expenses. 
Then to further complicate matters, some part of the expenses are of a 
joint character. I won’t stop to define these terms inasmuch as they 
are defined and treated at some length elsewhere.? I mention this only 


* Remarks before National Committee on Accounting, American Trucking 
Association, Washington, D. C., October 11, 1948. 

1A — procedure for motor carrier cost finding was introduced. 

2 13th Edition, 1926. Statement made by George O. May. 

8 See list of I. C. C. publications on cost, attached hereto. 
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to indicate that the problems surrounding the intelligent use of costs 
for rate purposes are real and not fancied: 


Use of Costs as a Measure of Operating Performance 


Among the simplest and most widespread uses of cost data are the 
comparisons of the unit costs for one period with those of another, the 
comparison of the unit costs for one terminal or operating division with 
those of another, or the comparison of the unit costs for one carrier 
with those of other carriers. Such analyses are of little significance un- 
less there is a comparison of like with like. This usually requires a 
functional breakdown of the operations and costs something as follows: 


(1) Line Haul: 
a. Cost per ton-mile; 
b. Over-all cost per vehicle-mile ; 
ce. Mileage costs per vehicle-mile and hourly costs per vehiecle- 
hour. 


(2) Pick-up and Delivery Costs: 
Cost per 100 pounds—LTL; 
Cost per 100 pounds—TL; 
Cost per 100 pounds—all traffic; 
PU&D vehicle costs per mile; 
. PU&D vehicle costs per hour. 


(3) Platform Cost per 100 Pounds for Freight Actually Handled 
over the Platform. 
(4) Billing and Collecting Costs per Shipment. 


While the use of such comparisons inevitably requires the exercise 
of judgment, nevertheless, they are a most useful tool to management, 
and their use in one form or another is widespread. 


Use of Costs as a Measure of the General Level of Rates 


Another very common use of costs is that of determining the com- 
pensatory nature of the general level of a motor carrier’s rates. As a 
rule, this only requires reference to the carrier’s income statement er 
operating ratio. The decisions in revenue cases usually rest on such 
an over-all showing. 

In an increasing number of revenue cases, however, the issues go to 
the reasonableness of the rates for large segments of the traffic taken 
separately. Such segments may embrace the minimum-charge ship- 
ments, the LTL shipments under 5,000 pounds, the LTL traffic taken 
as a whole, the truck load traffic, the single-line traffic vs. the two-line 
traffic, etc. In such instances the over-all revenue picture depicted by 
the income statement or the operating ratio is of assistance only to the 
extent of indicating the general need for some sort of revenue action. 
Under such circumstances cost studies prove very helpful, if, indeed, 
they are not indispensable. 
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Use of Costs to Test the Relative Reasonableness of a Rate 


A major use of costs for rate making purposes is in the determina- 
tion of the relative reasonableness of a given rate in relation to some 
other rate which is taken as a ‘‘normal’’ rate or as a ‘‘key”’ rate. 

The highly complex and intricate rate structure which we have 
today with its class rates, classification ratings, exception rates, com- 
modity rates, minimum charges, weight breakdowns, class rate stops, 
differentials for interline shipments, ete., no doubt rests in large part on 
the relatively simple device of arraying each kind or piece of traffic 
according to its transportation characteristics (measured in terms of 
both cost and value of service) and making rate differentiations accord- 
ingly. A glance at present-day tariffs would seem to indicate that the 
possibilities in this direction are well-nigh unlimited. Be that as it 
may, the knowledge that one shipment costs more or costs less than 
another shipment is of great practical importance in this process. 

The questions which the rate-maker presumably asks himself are 
something as follows: ‘‘Does it cost more or less to handle the one com- 
modity or shipment than the other?’’ and ‘‘Is the ability to pay or the 
value of the service for the one commodity greater than that for the 
other?’’ The answers to these questions, even if only approximate, 
provide a set of useful relationships upon which the rate-maker builds 
or revises his rate structure.* Insofar as these differences in rates are 
occasioned by differences in costs, the objective data made available 
through present-day cost studies should be very helpful to the rate man. 

Factors which the rate-maker no doubt considers in determining rela- 
tive costs and which are separately treated in most cost studies are listed 
below.5 A brief discussion accompanies each. The purpose is to illus- 
trate the extent of cost material available. 

1. Distance. The costs related to distance include expenses for line- 
haul vehicle operation and, on occasion, the expenses for any intermediate 
platform handlings or interchange work performed at points enroute. 
It should be pointed out that the costs tend to increase with distance, but 
not necessarily in direct proportion. The line-haul costs may average 
4c to 6c per ton-mile for short movements on peddle trips having average 
loads (round trip), let us say, of 3 to 5 tons, but decrease to 2c or 3¢ 
per ton-mile for distances of 200 to 400 miles or more where terminal- 
to-terminal trips with loads of 8 or 10 tons or more are employed. 

The simplest form of line-haul cost study, and one which serves many 
uses where reasonable approximations are sufficient is to divide the 
vehicle mile costs by the average load experienced over the round trip. 





4Lewis H. Haney, Value and Distribution (1939), pages 367-377. 

5 The figures used for purpose of illustration herein are based on studies made 
by the Cost Section of the Bureau of Accounts and Cost Finding in the Middle 
Atlantic Territory. (Bureau of Accounts and Cost Finding Statement No. 1-48.) 
See attached list of statements on motor carrier costs and the meaning and sig- 
nificance of costs for rate purposes. 

6On very short hauls the movement may be by peddle truck, which is 
relatively costly because of the low load factors experienced. On terminal-to- 
terminal trips the line-haul costs per ton-mile will be lower because of the load 
factor which tends to increase up to distances of approximately 400 miles. 
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Assume, for example, the vehicle-mile running cost is 24c. With an 
average load of 6 tons, the cost is 4c per ton-mile, or 0.2c per 100 pounds 
per mile. At 100 miles, the cost per 100 pounds is 20c; at 200 miles it is 
40c, ete. If the average load is 12 tons, all these line-haul unit costs are 
eut in half. This is illustrated below, using the figure of 24¢ per 
vehicle-mile : 


Cost at 6-ton oat Cost at 8-ton load Cost at 12-ton ions 


er per | per per 100 per per I 
Miles ton-mile pounds ton-mile pounds _ ton-mile pounds 
(2) (4) (5) 
10 4c 2c 3c 1.5¢ 2c Ic 
50 4c 10c 3c 7.5¢ 2c 5c 
100 4c 20c 3c 15.0c 2c 10c 
200 4c 40c 3c 30.0c 2c 20c 


Table 1 illustrates the progression of the line-haul running costs 
with distance in a study (Middle Atlantic Territory) which gives 
weight to the increase in average loads on long hauls and the use of 
peddle trips on very short hauls. 


TABLE | 


PROGRESSION OF Motor Carrier Costs wiTH DisTANCE CosTs IN 
CENTS PER 100 POUNDS 


Combined Costs 


Terminal-to- Terminal-to-T erm. 
Peddle Trips Terminal Trips and Peddle Trips? 
Average Average Average 
Miles load (tons) Cost load (tons) Cost load (tons) Cost 
(1) (2) (3) (4) (5) (6) (7) 
10 4. 2.98 79 1.82 43 2.91 
25 4.1 7.46 8.5 4.24 5.6 6.33 
50 4.1 14.92 8.8 8.17 6.6 11.27 
100 94 15.38 88 16.82 
200 10.1 28.52 9.9 29.45 
300 10.3 42.01 10.2 42.96 
400 10.6 54.54 10.4 55.84 
500 10.6 67.61 10.6 68.43 


2. Pick-Up & Delivery. It costs a great deal more per 100 pounds 
to pick up a given quantity of traffic in small lots than in large lots. 
Thus, if 20,000 pounds is picked up or delivered in the form of two 
shipments of 10,000 pounds each, two stops only are required, whereas 
50 to 100 stops would be required if the traffic were in shipments of 200 





7 The costs at each mileage are weighted for the proportion of the traffic 
handled on terminal-terminal vs. peddle trips, respectively. Although peddle 
runs are usually short, the combined costs give effect to some peddle operation at 
origin or destination on even the long hauls. 
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pounds each.’ An illustration of the effect of the size of the shipment on 
the cost per 100 pounds is shown by the following figures: 


Pick-Up & Detivery Cost 
PER 100 POUNDS 
One HANDLING Two HANDLINGS 


(ORIGIN OR (OriGIN PLUS 

WEIGHT OF SHIPMENTS DESTINATION ) DESTINATION) 
) (2) (3) 
0-199 51.3 102.5 
200-499 23.1 46.2 
500-999 15.1 3.2 
1000-1999 11.4 22.8 
2000-3999 92 18.3 
4000-5999 8.5 16.9 
6000- 8.1 16.1 
10000-1 1999 74 14.8 
12000-19999 7.1 14.1 
20000 & Over 5.7 11.4 
All Shipments 10.4 20.8 


3. Platform Handling. Small shipments are usually consolidated 
for line-haul movement by being picked up or delivered by PU&D 
vehicles. This necessitates their being handled across a terminal] plat- 
form between the PU&D vehicle and the line-haul vehicle at both ori- 
gin and destination. On the other hand, shipments of 5,000 to 10,000 
pounds or more are generally ‘‘loaded to ride’’ in the line-haul vehicle 
and thus avoid a rehandling. The variation in costs per 100 pounds by 
size of shipment is shown below. The costs for such of the large ship- 
ments as are actually handled over a platform are averaged over all 
shipments in the same weight bracket for the purpose of obtaining the 
average cost per 100 pounds by weight brackets. The variations are 
explained entirely in terms of the different proportion of the traffic in 
the several weight brackets which move over a platform. The over-all 
average cost for all the traffic actually handled over platforms was 8.4 
cents per 100 pounds. 


PLATFORM Cost IN CENTS 
PER 100 pouNDsS 
One HANDLING Two HanDLINnGs 


(ORIGIN OR (ORIGIN PLUS 
WEIGHT OF SHIPMENTS DESTINATION) DESTINATION) 
(1) (2) G3 

0-199 z 14.6 
200-499 7.4 148 
500-999 Efe 15.0 
1000-1999 6.7 13.4 
2000-3999 32 10.4 
4000-5999 40 8.0 
6000-9999 2.0 40 
10000-11999 1.2 2.4 
12000-19999 0.5 1.0 
20000 & Over 0.1 0.2 
All Shipments 3.1 6.2 


8 At this weight (200 pounds) the shipments average 1.7 per stop. 
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4 Billing and Collecting Costs. This includes expenses for rating, 
billing, extending, and other clerical work which is a direct function of 
the number of bills issued. Obviously the bigger the shipment the lower 
the billing and collecting cost per 100 pounds. This is illustrated be- 
low, the figures in column (2) being based on an average cost of 35.4 
cents per shipment. 


BILLING & COLLECTING 
WEIGHT “1 SHIPMENT Cost PER 100 POUNDS 
) 


= 
8 
row BS 


rVWaAUdDERDAOOD™ 


All Shipments 


nd 
a 


5. Density. The costs per 100 pounds are affected by the loading 
characteristics of the freight of which one of the most important is 
density (pounds per cubic foot). The more bulky an article is in rela- 
tion to its weight, the greater is the space that must be furnished to 
accommodate it in the PU&D and line-haul vehicles. The platform 
handling costs are also affected to some degree. The result is that the 
eost per 100 pounds for light and bulky articles tends to be greater than 
average, while that for articles of high density tends to be lower than 
average. This is brought out by the comparisons in Table 2. 

The analysis of the effect of density is complicated by the fact that 
on some trips (usually less truckload) the carrier can obtain such a mix- 
ture of the light loading and heavy loading freight that the vehicle 
departs with a full tonnage load. In other words, the ‘‘straw hats’’ and 
“baled excelsior’’ go as a top load to kegs of nails, steel sheets, or simi- 
lar commodities of high density and the carrier incurs no added line- 
haul expense because of the bulkiness of part of the goods. It is not 
always possible, of course, to obtain such a mixture, but past studies by 
the Cost Section indicate such mixtures to be obtained on at least 50% 
of the less truckload trips made by general commodity common carriers. 
On truck-load trips mixtures are not generally feasible. 

In view of the foregoing, it is obvious that the rate-maker must use 
considerable judgment in deciding the weight which he should give to 
density in fixing rates or classification ratings. Table 2, column (2) 
shows the relative effect of density on the costs (line-haul and terminal) 
assuming that 50 percent of the traffic is unaffected by density in the 
line-haul movement (because of mixed loads with full tonnage), while 
the remaining 50 percent bears the full impact of density.® Columns (4) 
and (5) show the full effect of density on the costs (line-haul and 
terminal) : 





® The figures in Table 2 (Col. (2) ) were computed by taking a simple average 
of the costs per 100 pounds, based first on density having no influence, and secondly 
on density having its full influence. 
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TABLE 2 


Errect oF DENSITY ON THE Cost (LINE-HAUL AND TERMINAL) FOR 
SHIPMENTS OF 0-5,999 PouNnps on A 100-MiLe Haut. 


Density of 50% Effect of Density 100% Effect of Density 
shipment Index Index 
(pounds per Cents per (Average= Cents per (Average= 
cubic foot) 100 pounds 100) 100 pounds 100) 
(1) (2) (3) (4) (5) 
0-4.9 111.4 189 150.0 255 
5.0-9.9 82.2 146 96.0 163 
10.0-14.9 68.1 116 719 122 
15.0-19.9 61.3 104 61.1 104 
20.0-29.9 57.2 55.6 94 
30.0-39.9 55.1 94 53.5 91 
40.0- Over 52.7 89 51.1 87 
— (all 
traffic) 58.9 100 58.9 100 


6. Loss and Damage. The costs may differ also because of differ- 
ences in the loss and damage experience arising from theft, pilferage, 
breakage, ete. Very little statistical data, such as the claim payments 
per 100 pounds or per dollar of revenue are available by commodities, 
although such payments and losses are one of the factors commonly cited 
in justifying changes or variations in classification ratings. The recent 
added requirement in the accounting classification that the carrier main- 
tain a claim register should afford data from which to develop claim 
losses by commodities. 


7. Special Services. Some kinds of traffic are rendered special 
services such as refrigeration or heating. This would occasion differ- 
ences in cost. 


8. Direction of Traffic. Where the traffic is highly unbalanced by 
directions of movement, the direction in which any particular traffic 
moves will have a bearing on the out-of-pocket line haul cost of hauling 
it. If it moves contrary to the preponderant flow, the added cost may 
be little or nothing in that it utilizes vehicles which would otherwise re- 
turn empty. The reverse will be true when the traffic in question moves 
in the direction of the preponderant flow. The out-of-pocket cost might 
have to include the expense of returning a vehicle empty. Special cases 
of this character must be handled on their own merits. 


The general effect on costs of the first five factors listed are summed 
up in Table 3 for purposes of illustration. Figures are shown for ship- 
ments of 0-5,999 pounds and 20,000 pounds and over. They are also 
shown for traffic having a density of 5.0-9.9 pounds (per cubic foot), 
for traffic of average density (25 pounds per cubic feot) and traffic hav- 
ing a density of 40 pounds and over. 
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DECEMBER, 1948 





TABLE 3 


ComMpParRATiveE Costs, LINE HAUL AND TERMINAL, BY SIZE OF SHIPMENT, 
Density, AND LENGTH oF HAUL. — SINGLE-LINE TRAFFIC. 
Cost 1n CENTs PER 100 Pounps 


Shipments of 0-5,999 Pounds Shipments ¢ 20,000 Pounds & Over 


Miles Density of Density of ensity of Density of 
of All 5-99 lbs. 4 lbs.& All 599 lbs. 40 lbs. & 
haul traffic 19 over 10 traffic 11 over 11 
(1) (2) (3) (4) (5) (6) (7) 
5 51 46 23 19 
100 59 82 53 28 60 23 
200 73 106 65 40 87 33 
300 130 79 53 118 4h 
400 101 152 91 65 146 54 
500 115 175 1.04 78 175 64 


Cost data of the general character of that indicated above should be 
of assistance to the rate-maker in determining classification ratings; in 
determining the extent to which weight break-downs are generally de- 
sirable; in determining the proper spread in the rates for minimum 
charge shipments, shipments of 0 to 5,000 pounds, shipments of 5,000 to 
10,000 pounds, truck load lots, ete.; in prescribing differentials between 
single-line and two-line traffic; in fixing the progression of rates with 
distance; and in testing the reasonableness of divisions. In revenue 
eases, cost studies (applied to large segments of the traffic) can aid in 
determining the desirability of applying different rate adjustments to 
different portions of the traffic. 

Costs are very useful when employed in combination with waybill 
studies. By applying unit costs to each shipment (or to groups of ship- 
ments having like characteristics as to distance, weight, etc.) and com- 
paring the resulting costs with the revenues received for such shipments, 
the high spots or low spots in the rate structure, as measured in terms of 
cost, can be screened out for further study. 

It cannot be stressed too strongly that skill and judgment must be 
used in the application of costs to rate making. This is true partly be- 
cause of the presence of constant and joint costs the distribution of 
which in rate making must ultimately rest on value of service (demand) 
considerations, and partly because of the desirability that the rate-maker 
himself should fully understand the cost figures he is using and the basis 
on which they were computed. Indeed, it is hard to see how he can in- 
telligently use costs unless this is the case. Among other things he faces 
the problem of keeping within reasonable bounds the breakdown in the 
rates which should be made to reflect variations in cost. If all variations 
in costs, large and small, were reflected in the carrier’s tariffs, the com- 
plexities of rate making and of tariff interpretation and publication 
might well become unbearable. 





10 Based on 50 percent of running costs treated as variable with density. 
11 Based on 100 percent of running costs treated as variable with density. 
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Construction of a Rate Where Comparisons are not Used 


The foregoing has dealt with the use of costs by the rate-maker 
where principal reliance is placed on comparisons and relationships 
with other rates. 

There still remains the basic problem of setting up a rational scheme 
of rates where no acceptable ‘‘key’’ rates or yardstick rates are available 
as a basis for comparison, or where there is a need for an appraisal of 
existing rates independent of the ‘‘going rates.’’ Such situation may 
arise when the entire rate structure for some important commodity is 
under investigation. The volume of the traffic involved may be too large 
to permit the structure to be based principally or wholly on relationships 
with other rates such as is often done when single point-to-point com- 
modity rates are in issue. It then becomes necessary to probe more deep- 
ly into the fundamental factors upon which rates are based. The pur- 
pose of the following discussion is to illustrate the part played by costs 
under such circumstances. 

The practical problem faced by the rate-maker is to assemble some 
objective data from which to start. He can rationalize something as fol- 
lows: The total revenues realized from the rate structure as a whole 
must equal the total costs of the operation plus an allowance for profit. 
As a minimum, the rate on any particular traffic should at least cover 
its out-of-pocket costs. As a maximum, the rate should not be so high 
as to dry up the traffic. 

Somewhere between these two limits, the out-of-pocket costs and a 
rate which would dry up the traffic, the rate-maker must fix the tariff 
charge, keeping in mind that the operations, taken in their entirety, 
must come out whole.” 

The precise point at which the rate will be set is governed by those 
non-cost factors which are usually summed up as ‘‘the value of the 
service,’’ ‘‘the ability to pay,’’ or ‘‘the demand for the service.’’ This 
includes such elements as ‘‘ability to pay,’’ ‘‘setting rates which will 
move the traffic,’’ ‘‘value of the commodity,’’ ‘‘carrier competition,’’ 
‘‘market competition,’’ ete. The combined effect of all these factors de- 
termines the shipper’s demand for the motor carrier service. For the 
rate-maker the end result of these forces, which is referred to as the ‘‘de- 
mand,’’ is objectively measured by the volume of goods that the shipper 
would ship over the motor carrier’s line at the various possible rates 
which the motor carrier might quote within the minimum and maximum 
limits referred to above. As a practical matter there is usually little 
opportunity for the motor carrier to do much trial and error experi- 
menting with rates, at least over the short run period. Cause and effect 
relationships don’t operate that fast, and besides, it would be too disrupt- 
ing. However, this does not relieve the rate-maker of the necessity of 





12 There must not, of course, be unjustifiable discrimination in the rates and 
charges. However, if the elements of rate making are properly observed, along 


with declarations of public policy, all rate differentiations made should be properly 
explainable. 
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making some reasonable conjecture or forecast of the approximate effect 
on the flow of traffic of any rate action he might take. 

To sum up, the rate-maker needs to have some knowledge both of the 
approximate out-of-pocket cost of handling the particular traffic, and 
the intensity of the demand for the transportation service.'® 

The earlier parts of this paper have dealt with the cost aspects of 
the problem. It should be added that the long-run out-of-pocket motor 
earrier costs have usually been taken (by the Cost Section of the Bureau 
of Accounts and Cost Finding) at about 90 percent of the carriers’ 
total operating expenses, rents, and taxes. The out-of-pocket costs do 
not include an allowance for profit. 

Turning to subject of ‘‘demand’’ (value of the service), there may 
be taken as a starting point the theoretical maximum value of the service 
to the shipper. In principle, this is measured by the difference between 
the value of the commodity at point of origin and its value at point of 
destination.14 When goods are shipped from one market to another, it 
is ordinarily due to the fact that they meet a greater demand at the 
point of destination than at the point of origin. As explained by 
Haney.’® 


Much as a spark tends to jump from the positive pole to the nega- 
tive, goods tend to move from places where they have a lower level 
of valuation to places where they find higher valuations. To carry 
the analogy further, if the distance between the two poles is too 
great, or some non-conducting material intervenes, the transfer of 
electricity does not take place. Just so, if the cost of transport or 
the rate is too high, or if the consumer’s desire is too low, the ship- 
ment will not normally occur. 


Assume a manufacturer produces his product at A at a cost of $1.00 
per 100 pounds and it sells at B, 200 miles away, at $2.00 per 100 pounds. 
Out of the $1.00 spread he must absorb his transportation costs and 
profit. He would just break even at, a rate of $1.00, and this measures, 
therefore, the upper limit of the value of the service to him. At this 
rate the traffic presumably would dry up. If any traffic is to move, the 
rate must be less than $1.00 

Let us suppose that the carrier’s out-of-pocket cost for handling 





13 For an exposition of meanings and significances of out-of-pocket, constant, 
and joint costs, and the discussion of value of service or demand factors, see 
Chapters I of Statement No. 4725 (motor) and Chapter I of Exhibit No. AS, 
Docket No. 29555 (rail) referred to in the list of publications attached hereto. 

14 The value of the transportation service lies in the difference between the cost 
of production or the cost of goods purchased at point of origin and the price at 
which the goods can be sold at point of destination. It has been pointed out that 
although rates may depend on the difference in the value of the article at origin and 
destination, at the same time this difference in value may depend on the rate, the 
result being circularity of reasoning. However, as oe | a out (ibid.), both 
are the results of a common cause, namely, the demand of the ultimate consumer at 
destination and this is subjective and independent of either the cost of manufacture 
or the freight rates. 

15 Haney, Value and Distribution, page 360. 
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the traffic is 60c per 100 pounds. The rate will then lie between the car- 
rier’s out-of-pocket cost of 60c and the maximum value of the service to 


the shipper of $1.00. The determination of the precise point at which the WH 
rate should be set between these limits will depend on the effect which RAT! 
the rates themselves will have on the flow of the traffic, such flow being cwI 
itself the measure of the shipper’s demand for the service. In the ab- 

sence of trial and error tests, the estimates of the potential volume of ' 


traffic that would be tendered at various possible rates will have to rest 
on the traffic man’s expert appraisal of such value of service elements 
as were noted above. 

Let us assume, for example, that at various possible rates between 
$1.00 and 60c the amount of traffic induced would be as indicated in 





column (2) below, which represents a schedule of the demand. Ta 

TABLE 4 vase 

THE ESTIMA- THE CONTRIBU- pel 

TED DAILY THE REVENUE THE OUT-OF- TION TO CON- the 

WHEN THE FREIGHT OF- WOULD BE POCKET COSTS = STANT COSTS & de} 
RATE PER FERED WOULD (Corts. (1) AT 60c PER PROFIT WOULD BE 

CWT. IS: BE (CWT.): x )): CWT. WOULD BE: (Cots. (3)-(4) f 

(1) (2) (3) 9) (5) = 

$1.00 0 $ 0.00 00 $ 0.00 ph 

95 10 9.50 6.00 3.50 mc 

90 25 22.50 15.00 7.50 ba 

85 40 34.00 24.00 10.00 | 

80 60 48.00 36.00 12.00 Bet 

75 100 75.00 60.00 15.00 ha 

70 180 126.00 108.00 18.00 ou 

65 300 195.00 180.00 15.00 ha 

el 450 270.00 270.00 0.00 oe 

The above schedule indicates that the traffic has an elastic demand, th: 

the quantity increasing rapidly with each rate reduction. In such case it ie 

is in the carriers’ interest as well as in the public interest that the rates co! 
be reduced to the point where the contribution above out-of-pocket costs 

is maximized. Referring to column (5) the maximum contribution to ur 


the constant costs (sometimes called overhead or burden) and to profit — 
is obtained at a rate of 70c. At this point the contribution above out-of- 


pocket cost is $18.00. The figure of 70¢ becomes the proper rate based she 
on cost and demand factors. col 

To complete this simple illustration, assume our carrier hauls only fir: 
one other commodity which is of much higher value. Let us say it costs firs 
$20.00 per 100 pounds to manufacture at the point of origin and sells Th 
for $25.00 at the point of destination, the spread being $5.00 as compared “ 
to $1.00 for the first commodity. This second commodity has an inelastic tri 
demand—i.e., changes in the rates within the limits in which we are in- fle 
terested have little or no effect on the quantity shipped. Let us also -d 
assume that this traffic requires more handling and that there is a greater re 
risk from loss or theft, with the result that its out-of-pocket cost is $1.00 th 
per 100 pounds. lin 

The assumed schedule of demand and the computation of the out-of- - 
pocket cost and the contribution toward overhead and profit are shown in in 


Table 5: 
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TABLE 5 
THE ESTI- THE CONTRIBU- 
MATED DAILY THE REVENUE THE OUT-OF- TION TO CON- 
WHEN THE TRAFFIC WOULD BE: POCKET COSTS STANT costs & 
RATE PER WOULD BE: (Cots. (1) x AT $1 PER CWT. PROFIT WOULD BE 
CWT. IS: (cwr.) (2) ) WOULD BE: (Cots. (3)-(4) ) 
(1) (2) (3) (4) (5) 
$1.50 6 $90 $30 
1.40 “ 84 60 24 
1.30 a 78 60 18 
1.20 a 72 60 12 
1.10 0 66 60 6 
1.00 “a 60 60 0 


Based on the estimated schedule of demand and the cost shown in 
Table 5, the carrier could obtain a contribution toward its constant costs 
and profit of anything ranging from nothing up to $30.00 or more, de- 
pending on the rate quoted. The determination of the precise level of 
the rate under the conditions of inelastic demand here depicted would 
depend on the carrier’s revenue needs. 

Let us assume that each of the two kinds of traffic pays its own out- 
of-pocket costs and that the remaining constant costs or overhead burden, 
plus an allowance for profit, amounts to $30.00 per day. The first com- 
modity, at a rate of 70c, is contributing $18.00 per day. This leaves a 
balance of $12.00 which represents the contribution needed from the 
second commodity. If the rates on the traffic with an elastic demand 
have been set at a level which will maximize the contribution above their 
out-of-pocket costs, the residual burden to be borne by the commodities 
having a relatively inelastic demand (usually the higher valued com- 
modities) is ata minimum. A glance at column (5) of Table 5 indicates 
that the remaining amount needed to cover the constant costs and profit, 
ie., $12.00, can probably be obtained under a rate of $1.20. This be- 
comes the proper rate.'® 

The foregoing simple illustration serves to illustrate the principles 
underlying the use of costs in the making of rates.1*7 It is obvious that 





16 |t may be in the public interest that the rate on the high-rated second com- 
modity (which makes a higher unit contribution to constant costs and profit) 
should be increased to, say, $1.25 or $1.30, thus increasing its contribution to the 
constant costs from $12.00 to $15.00 or more. This would permit the rate on the 
first commodity to be reduced with a big increase in the traffic movement of this 
first commodity. The carriers’ over-all revenue needs would still be protected. 
These, however, are matters which go to questions of managerial and cubic policy. 

17[t is not desired to complicate the illustration herein with the so-called 
“back haul” problem which arises from the presence of joint costs in the round- 
trip operation of vehicles. However, where it is desired to make an analysis re- 
flecting differences in demand by directions of movement on a given round-trip run 
or a given route, the line haul costs which were included in column (4) of Tables 4 
and 5 can be set apart and treated as a lump-sum “out-of-pocket” burden to be 
recovered from the two-way traffic carried on the given run or route. In such case, 
the out-of-pocket costs charged to each particular kind of traffic would be largely 
limited to the terminal costs and to the cost of such two-way trips, if any, that 
could be assigned wholly to such traffic. The remaining lump sum line-haul 
vehicle costs become a “joint burden” on the two-way traffic which must be taken 
into account in determining whether the given round-trip run (or rate), taken in 
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some knowledge of the out-of-pocket cost, even though it be only ap- 
proximate, is of utmost significance. 





Conclusions 


In concluding this talk I would like to make a few general remarks. 
The first and most important is that inasmuch as rate making is a diffi- 
cult subject at best, the rate-maker should have the benefit of all avail- 
able factual data on costs, traffic-flow and demand. This includes the 
material assembled both in cost studies and waybill studies. 

A second observation goes to the question of refinements in cost 
finding. In the past, studies have frequently been seriously discounted 
because of a failure to reflect cost items of a relatively minor significance. 
Experience has indicated, however, that the practicalities of rate mak- 
ing generally permit recognition of only the more significant differences 
in cost, and even these have usually been ‘‘painted with a broad brush.”’ 
Cost studies which reflect the major causes for differences in costs such 
as the size of the shipment, the density, the length of the haul, and the 
amount of terminal services received generally take care of those cost 
elements to which the rate-maker gives expression in the rate. An ex- 
ception is the loss and damage experience by kinds of traffic. Better 
data of this character are needed. 

A third remark goes to the increasing acceptance today of cost find- 
ing as a helpful tool in making rates. I can remember the time when 
cost experts used to testify that once you determined the cost you prac- 
tically determined the rate. Rate men, appreciating the futility of such 
statements, received them with open hostility, and often ignored the 
figures. But today the cost experts and the rate-makers are gradually 
coming to appreciate the peculiar problems faced by the other. Much of 
this springs, I believe, from a better appreciation both of the nature of 
the costs themselves and of the economics of rate making. 

In closing, I wish to add this one word of caution to the accountant 
who seeks to expand the usefulness of costs to his company: No one can 
be expected to intelligently use cost data until he understands them and 
is familiar with them, and such understanding and familiarity cannot be 
acquired overnight. Every step should therefore be taken to make the 
rate man as conversant as possible with any cost studies made, even to 
the extent, of making him active partner in the planning and execution 
of the study. You might be agreeably surprised. One of the best motor 
carrier cost studies ever was inaugurated by a traffic man who felt the 
need for cost information. 


its entirety, is pane operated at an out-of-pocket loss. Any revenues over and above 
t 


the out-of-pocket (terminal) costs assignable to individual shipments handled and 
the lump sum out-of-pocket costs assignable to the round trip operation of the 
vehicles represent the contribution to the carrier’s system constant costs and 
profit. The analysis is similar to that illustrated in Tables 4 and 5, except that it 
interjects an additional step. 
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Selected List of Publications on Motor Carrier Costs and the Nature 
and Characteristics of Transportation Costs Prepared by the Cost 
Section of the Bureau of Accounts and Cost Finding, 
Interstate Commerce Commission 


The Cost Section of the Bureau of Accounts and Cost Finding has 
completed a number of territorial motor carrier cost studies which pro- 
vide analyses of motor carrier cost and performance factors. The list of 
such studies which have been released by the Commission is as follows: 


(1) Formula for the Determination of the Costs of Motor Carriers 
of Property (Highway Form A). Introduced by the Cost Section as 
Exhibit No. 1 in Docket No. 29555, Pick-up and Delivery Services by 
Railroads and MC-C-542 Pick-up and Delivery Services by Motor Car- 
riers. This formula shows the mechanical steps followed in the develop- 
ment of the costs. A simplified formula which eliminates the necessity 
for making special studies has also been prepared. 


(2) Bureau of Transport Economics and Statistics Statement No. 
4725, entitled Explanation of the Development of Motor Carrier Costs 
with Statement as to Their Meaning and Significance (November 5, 
1947, 159 pages). This statement contains a textual explanation of the 
nature and characteristics of motor carrier costs, with particular refer- 
ence to the out-of-pocket, constant, and joint expenses; an explanation 
of the separation of the out-of-pocket costs from the constant or fixed 
costs; an explanation of the cost finding procedures used; and an ex- 
planation of the special studies made in connection with the development 
of line haul costs, pick-up and delivery costs, platform costs, billing and 
collecting costs, the effect of density on costs, progressive load factors, 
ete. 


(3) Bureau of Transport Economics and Statistics Statement No. 
4721, entitled Territorial Studies of Motor Carrier Costs, Traffic, and 
Rate Structure—Western Trunk Line Territory (Two Parts). Part I is 
entitled Cost and Traffic Tables and Part II is entitled Traffic Tables. 
(November 5, 1947, Part I, 293 pages; Part II, 141 pages.) 


(4) Bureau of Transport Economics and Statistics Statement No. 
4722, entitled Territorial Studies of Motor Carrier Costs, Traffic, and 
Rate Structure—Southern Intraterritorial Traffic (Two Parts). Part I 
is entitled Cost Tables and Part II is entitled Traffic Tables, covering 
movements within Southern territory. (November 5, 1947, Part I, 71 
pages; Part II, 92 pages.) . 


(5) Bureau of Transport Economies and Statistics Statement No. 
4723, entitled Territorial Studies of Motor Carrier Costs, Traffic, and 
Rate Structure—Southern Interterritorial Traffic (Two Parts). Part 
I is entitled Cost Tables and Part II is entitled Traffic Tables. This 
statement covers traffic moving between the South and Middle Atlantic— 
New England or Central territory. (November 5, 1947, Part I, 85 pages; 
Part II, 91 pages.) 
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(6) Bureau of Accounts and Cost Finding Statement No. 1-48, en- 
titled Territorial Studies of Motor Carrier Costs and Operating Per- 
formance Factors—Middle Atlantic Territory (Two Parts). Part I is 
entitled Cost Scales and Operating Performance Factors and Part IT is 
entitled Territorial Summary Sheets Showing Development of Unit 
Costs for Individual Carriers and for Groups of Carriers. (September 
17, 1948, Part I, 147 pages; Part II, 115 pages.) 


The treatment of the nature of transportation cost with particular 
relation to the significance of the out-cf-pocket cost, the constant cost, 
and joint cost as related to motor carriers is contained in Chaper I of 
Statement No. 4725, list above. Similar explanation relating to the na- 
ture of rail costs appears in Exhibit No. A5 in Docket No. 29555, Pick-up 
and Delivery Services by Railroads, entitled Explanation of Rail Cost 
Finding Procedures and Principles Relating to the Use of Costs. See 
Chapter I (233 pages). 























Rail Transportation 
By A. Rea Wiuuiams, Editor 


FINANCE MATTERS 
Duluth, S. S. & A. Reorganization 


In F. D. 11484—Duluth, South Shore & Atlantic Railway Company 
Reorganization, the plan of reorganization approved by the I. C. C. and 
by the District Court of the United States for the District of Minnesota, 
Fourth Division, has been submitted to the security holders for accept- 
ance or rejection. 





Georgia, Florida & Alabama Reorganization 


A plan for the reorganization of the Georgia, Florida & Alabama 
Railroad Company, and a method of accounting by the Seaboard Air 
Line Railroad Company for the operation of the Georgia, Florida & 
Alabama from August 1, 1946 to the date of the consummation of the 
plan of reorganization have been approved by Division 4 of the I. C. C. 
A lease of the reorganized company’s property for a term of 21 years to 
the Seaboard Air Line Railroad Company is provided for in the ap- 
proved report. 





New Orleans Union Passenger Terminal Case 


The time within which the railroads shall commence the construc- 
tion of the New Orleans Union Passenger Terminal has been extended to 
December 31, 1949, and the time for completion has been extended to 
December 31, 1954, by I. C. C. order of November 22, 1948. 





Texas Electric Ry. Abandonment 


Division 4 of the I. C. C. has authorized the Texas Electric Railway 
Company to abandon its lines of railroad and operation under trackage 
rights over tracks of the Dallas Railway and Terminal Company, in 
Texas, subject to the condition that the applicant shall sell its lines, or 
any portion thereof, to any responsible person, firm, or corporation, 
offering within 40 days from November 16, 1948, to purchase the same 
for continued operation and willing to pay not less than the net salvage 
value of the property which they may seek to acquire. 





Wisconsin Central Ry. Co. Reorganization 


In F. D. 14720—Wisconsin Central Railway Company Reorganiza- 
tion, a hearing has been assigned for January 11, 1949, at Minneapolis, 
Minn., before Examiner Homer H. Kirby, for the purpose of receiving 
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evidence relating to modification of the plan approved by Division 4 of 
the I. C. C. on June 3, 1947, and for other purposes. 





FORMAL MATTERS 
Express Rates 


I. C. C. Examiner Leonard Way has recommended a uniform rate 
scale for the Railway Express Agency which would increase costs of 
shipments in the East and South from 6 to 99 cents per 100 pounds. 
Under the Examiner’s proposal the so-called Western District rates 
would be applied to the entire Nation. The Examiner said establishment 
of uniform rates would remove undue prejudice and would make them 
just and equitable to all shippers. 





Pickup and Delivery Services—Small Shipments Charges 


In Dockets 29555 and 29556 and Dockets MC-C-542 and MC-C-543, 
relating to pickup and delivery services by railroads and motor carriers 
and to charges on small shipments by railroads and motor carriers, the 
I. C. C. has assigned the proceedings for further hearing at the office of 
the Commission, Washington, D. C., at 9.30 A. M., January 24, 1949, 
before Commissioners John L. Rogers and J. Haden Alldredge and Ex- 
aminers Stiles, Cummings, Aplin, Vandiver, Kassel, and Boisseree. It 
is expected that the members of the State Commission who have been 
designated to serve in these proceedings will sit with the Commissioners 
and Examiners. 





Tennessee Intrastate Rates 


In Docket 29800—Increases in Tennessee Freight Rates and Charges 
the I. C. C. has vacated and set aside its order of October 11, 1948, insti- 
tuting an investigation of the intrastate rates in Tennessee. The action 
of the I. C. C. was taken after the Railroad and Public Utilities Com- 
mission of Tennessee, by order of October 29, 1948, authorized the car- 
riers to establish, effective November 10, 1948, intrastate rates within 
Tennessee which include increases corresponding to those authorized by 
the I. C. C. in Ex Parte 162. The Railroad and Public Utilities Com- 
mission of Tennessee has set for hearing on December 13, 1948, a petition 
by the carriers requesting relief equal to the increases authorized by the 
I. C. C. in Ex Parte 166. 





MISCELLANEOUS 
California Full Crew Law Repealed 


The California Full Crew Law was repealed by referendum vote on 
November 2, by a majority vote estimated to be more than 100,000. 
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Carriers Taxing Act Regulations 


The Bureau of Internal Revenue has given notice, in the Federal 
Register of November 4, 1948, of proposed amendment to the regulations 
prescribed by the Commissioner of Internal Revenue pursuant to the 
Carriers Taxing Act, now known as the Railroad Retirement Tax Act. 
Interested parties may submit data, views or arguments to the Com- 
missioner of Internal Revenue within thirty days from November 4, 
1948. 

Section 411.302 of the proposed rules and regulations reads as fol- 
lows : 


‘Rates and computation of employees’ tax. The rates of employees’ 
tax applicable for the respective calendar years are as follows: 





Percent 
Compensation paid during the calendar years 
EEE ISN AS NRC ne nr 6 
Compensation paid during the calendar year 1952 and 
i RR eee 64% 


‘‘The employees’ tax is computed by applying to the amount of 
the employee’s compensation with respect to which the employees’ tax 
is imposed the rate for the calendar year in which the compensation is 
paid.’’ 





Railroad Equipment 


The railroads and private car lines had 111,405 new freight cars on 
order on November 1, 1948, as compared with 126,213 on November 1, 
1947. 

The Class I railroads had 1,630 locomotives on order on November 
1, 1948, compared with 967 on November 1, 1947, The number for which 
orders had been placed on November 1, 1948, included 86 steam and 
1,544 Diesel locomotives. 





Freight Car Orders—October 


Freight cars ordered by the railroads in October this year exceeded 
by more than 2,400 the number of new cars delivered in that month. 
Railroads placed orders for 11,431 freight cars in October and received 
deliveries in that month of 9,012. 

Of the new cars ordered last month, 9,515 are to be built in railroad 
shops and 1,916 are to be turned out by the carbuilders. More than 
6,600 of the cars ordered in October are of the gondola type, which is 
the No. 1 freight car problem at the present time. 

Of the more than 9,000 cars delivered in October, 2,363 were con- 
Tm in railroad shops and 6,649 were manufactured by the car- 

uilders. 
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As of October 31, the railroads had on order 111,416 freight cars, 
which at the present rate of delivery would take about a year to build. 
Of this total, 39,696 are to be built in railroad shops and 71,720 are to be 
constructed by the carbuilders. Since the end of the war, the railroads 
have installed more than 200,000 new freight cars in an effort to replace 
worn-out equipment and improve freight service. 





Southern Weighing and Inspection Bureau Employees 


The U. S. Court of Appeals for the Fourth Circuit has handed down 
an opinion affirming the decision of a lower court which held that the 
Southern Weighing and Inspection Bureau is a joint department of 
member railroads, and that its employees are joint employees of such 
lines, and, as such, are not subject to the hours provisions of the Fair 
Labor Standards Act of 1938. 





NRAB Referee 


Chief Justice George E. Bushnell, of the Supreme Court of Michi- 
gan, has been appointed by the National Mediation Board to sit as a 
referee in 48 deadlocked cases of the First Division of the NRAB. Judge 
Bushnell took up the work of his assignment on November 15, 1948. 





Voluntary Scrap Allocation Plan 


Secretary of Commerce Sawyer announced on November 23 that, be- 
cause of legal and other uncertainties, no further action will be taken at 
present for the development of a voluntary scrap allocation plan involv- 
ing the scrap industry’s formation of a corporation to act as a central 
buying agency in Germany for indigenous scrap iron and steel for ship- 
ment to the United States. The uncertainties center principally around 
the pricefixing ban contained in Public Law 395 and the extent to which 
military government authorities in Western Germany could participate 
in certain phases of the proposed plan. 





Changes in Congressional Committees 


As a result of the elections on Tuesday, November 2, and the con- 
trol of both Houses of Congress by the Democrats at the beginning of 
the Eighty-First Congress, there will be many changes in the personnel 
of the Senate and House Commitees on Interstate and Foreign Com- 
merce. Senator Edwin C. Johnson, Democrat of Colorado, is due to 
become Chairman of the Senate Committee, and Representative Crosser, 
Democrat of Ohio, will become Chairman of the House Committee. 

Senator Stewart, Democrat of Tennessee, was defeated for renomi- 
nation. Senator Hawkes, of New Jersey, was defeated for renomination, 
and Senator Moore, of Oklahoma, was not a candidate for reelection. 
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Senator Tobey, of New Hampshire, is due to be the ranking Republican 
member of the Senate Committee. 

Five Republican members of the House Committee on Interstate 
and Foreign Commerce were not reelected. They are Representatives 
Bennett, Missouri, Elsaesser, New York, Miller, Connecticut, Carson, 
Ohio and Busby, Illinois. 

Representative Chapman, Democrat, was elected Senator from 
Kentucky. Representatives Lea, of California, and Harless of Arizona, 
were not candidates for reelection. 





Illinois River and Lake Depue Improvements 


The Board of Engineers for Rivers and Harbors, Department of 
the Army, issued a notice dated November 26, 1948, stating that it has 
for review as required by law the preliminary examination report of the 
Division Engineers on the desired improvement of Illinois River and 
Lake Depue, Illinois, made in response to resolution adopted by the Com- 
mitee on Rivers and Harbors of the House of Representatives on Novem- 
ber 8, 1945 and authorized by the Rivers and Harbors Act approved July 
24, 1946. 

All parties interested in the desired improvements are invited to 
submit within a period of 30 days from the date of the notice statements 
and arguments bearing upon the necessity for the improvement in the 
interest of navigation. Such statements should be addressed to the 
Board of Engineers for Rivers and Harbors, Washington 25, D. C. 

If interested parties desire additional detailed information for the 
preparation of their statement to the Board, they will be afforded full 
opportunity to examine copies of the report at the following offices: 
Board of Engineers for Rivers and Harbors: The Division Engineer 
Office, Great Lakes Division, 1660 E. Hyde Park Blvd., Chicago 15, IIl.; 
and the District Engineer, 520 Merchandise Mart, 222 N. Bank Drive, 
Chicago 54, Ill. Copies of the report will not be furnished or loaned 
for use outside the above offices, but interested parties, including the 
press, will be permitted to make such notes of the contents as they desire. 





O. D. T. 
Appointment 


Mr. Lee A. Christiansen has been appointed Director of the ODT 
Railway Transport Department, effective November 1, 1948, to succeed 
Mr. Caleb R. Megee, who resigned to return to the AAR as Vice-Chair- 
man of its Car Service Division. Mr. Christiansen has been Assistant 


—* of the Railway Transport Department of the ODT since April 





Permits 


General Permit ODT 18A, Revised—46, issued November 16, 1948, 
effective November 18, 1948, with an expiration date of February 28, 
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1949, authorizes the loading of carload shipments of refined sugar to a 
weight not less than 60,000 pounds when such shipments are billed di- 
rect to customers of the shippers. These shipments have been subject to 
a loading requirement of not less than 80,000 pounds. The reduced 
loading requirements do not apply on sugar shipped by sugar refineries 
to warehouses where they maintain local consigned or transit stocks. 

General Permit ODT 18A, Revised-47, issued November 23, 1948, 
effective November 25, 1948, with an expiration date of February 28, 
1949, authorizes the loading of straight or mixed carload shipments of 
citrus fruits to a weight not less than the applicable tariff carload mini- 
mum weight. 





STATISTICS 
Passenger Traffic Statistics 


The Bureau of Transport Economics and Statistics has issued State- 
ment No. M-250, showing passenger traffic statistics for the first seven 
months of 1948 as compared with the first seven months of 1947. 

As compared with the first seven months of 1947, the passenger 
revenue for passengers in coaches decreased 0.9% and for passengers in 
parlor and sleeping cars the decrease was 2.8%. 

The number of revenue passengers carried in coaches decreased 
11.3% and those carried in parlor and sleeping cars decreased 10%. 

The number of revenue passengers carried one mile in coaches de- 
creased 11.4% and for those carried in parlor and sleeping cars the de- 
crease was 11.5%. 





Railway Employment 


Class I Steam Railways, excluding switching and terminal com- 
panies, had 1,344,873 employees at the middle of the month of October, 
1948, a reduction of 0.87% as compared with the middle of October, 1947 
and a reduction of 0.41% as compared with the middle of September 
1948. 

Railway employment at the middle of October, 1948 was 127.5 of 
the 1935-1939 average. 





Revenue Freight Loadings 


Loading of revenue freight for the week ended November 20, 1948, 
totaled 857,492 cars. This was a decrease of 45,170 cars or five per 
cent below the corresponding week in 1947, but an increase of 50,899 
cars, or 6.3 per cent above the corresponding week in 1946, when loadings 
were affected by work stoppage in the coal fields. 

Loading of revenue freight for the week of November 20, decreased 
14,185 cars, or 1.6 per cent below the preceding week this year. 

Coal loading amounted to 174,077 cars, a decrease of 20,209 cars 
below the corresponding week in 1947, but an increase of 26 cars above 
the preceding week this year. 
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Railway Operating Income 


Net railway operating income of Class I railroads for September, 
1948, was $110,848,571, according to reports filed by the carriers with 
the AAR Bureau of Railway Economics. The corresponding figure for 
September, 1947, was $48,314,731. Both net railway operating income 
and net income of railroads were sharply reduced in September 1947, 
as a result of general increases in wages which became effective in that 
month, without the increases in freight rates authorized by the Inter- 
state Commerce Commission in Ex Parte 166 which were not fully effec- 
tive for an entire month until September, 1948. 

The estimated net income of the railroads, after interest and rentals, 
was $82,000,000 for September, 1948, compared with $20,700,000 in the 
same month of 1947. 

Net railway operating income of the Class I carriers for the first 
nine months of 1948, before interest and rentals, totaled $742,747,814 
compared with $559,853,249 in the same period of 1947. 

Net income, after interest and rentals, of the Class I railroads in 
the first nine months of 1948 is estimated at $502,000,000 compared with 
a net income of $317,000,000 in the corresponding period of 1947. 

In the twelve months ended September 30, 1948, the rate of return 
on property investment averaged 4.22 per cent, compared with a rate of 
return of 3.60 per cent for the twelve months ended September 30, 1947. 
Property investment is the value of road and equipment as shown by the 
books of the railways including materials, supplies and cash, less ac- 
erued depreciation. 





Railroad Operating Revenues 


Based on advance reports from eighty-two Class I railroads, whose 
revenues represent 81.3 per cent of total operating revenues, the AAR 
has estimated that railroad operating revenues in October, 1948, in- 
creased 9.9 per cent above the same month in 1947. The estimate covers 
operating revenues only, and does not take into account substantial in- 
creases in operating expenses that have taken place since October 1947, 
as a result of increases in wage rates and material prices. 

Estimated freight revenue in October 1948, was greater than in 
October, 1947, by 10.5 per cent, and estimated passenger revenue in- 
creased 0.2 per cent. 





Statistics of Private Car Companies 


The Bureau of Transport Economics and Statistics has issued a 
statement summarizing the quarterly reports of persons furnishing cars 
to or on behalf of carriers by railroad or express companies for the sec- 
ond quarter of 1948. At the end of that quarter, on June 30, 1948, these 
companies owned 259,711 cars. 
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Steam Railroad Accidents 


The Bureau of Transport Economics and Statistics of the Inter- 
state Commerce Commission has issued a statement summarizing steam 
railway accidents for the first nine months of 1948 as compared with the 
first nine months of 1947. In the first nine months of 1948 there were 
36 passengers killed and 2,816 passengers injured in train and train 
service accidents, as compared with 58 passengers killed and 3,213 in- 
jured in train and train service accidents during the first nine months 
of 1947. During the first nine months of 1948, 427 employees were 
killed and 23,334 were injured while on duty. This compares with 536 
employees killed and 27,035 injured while on duty during the first nine 
months of 1947. 

















Motor Transportation 
By Harry E. Boor, Editor 


1. C. C. Asked to Apply Gas Tax as Transportation 
Cost in Accounting Procedure 


The National Committee on Accounting, representing the trucking 
industry, recently recommended changes in motor carrier accounting 
procedure so as to include gasoline and oil tax in transportation cost. 
This change would make the amounts available for statistical purposes. 
The proposed change would go into effect January 1, and if approved 
it would eliminate a great deal of clerical work and simplify the distri- 
bution of expenses for cost purposes. 

This request was made in a letter to Dr. Ford K. Edwards, Director 
of the Bureau of Accounts and Cost Finding of the Commission. Under 
the recommendation, Accounts Nos. 5210, 5211, and 5215 would be elimi- 
nated, and tax costs now included in them would be charged to Ac- 
counts 4250, 4251 and 4255. In order to maintain a total of the fuel 
taxes paid, it was recommended that provisions for recording the ag- 
gregate fuel tax in a calendar year be included in the statistical section 
of the annual report and it could thus be shown in Schedule 9003. 





Permanent Conference of Movers and Warehousemen 
From Five States Recently Organized 


Over a hundred and twenty-five household goods movers and ware- 
housemen from Illinois, Indiana, Michigan, Ohio and Wisconsin held a 
meeting and organized a permanent conference to represent those movers 
and warehousemen. During the two-day session held in Chicago, in- 
surance, government regulations, reciprocity agreements, accounting and 
tax problems, rates and tariffs, and fire prevention were discussed by 
the group. Charles R. Israel, Treasurer of Aero Mayflower Transit 
Company of Indianapolis, was elected Chairman of the group. Al 
Naish, Jr. was elected Secretary. 





Commission Receives Evidence on Agricultural Commodities 


During the early part of November, the Commission began holding 
hearings in the reopened Harwood Case (MC-107669) and a general in- 
vestigation in the matter of determination of exempt agricultural com- 
modities in Docket No. MC-C-968. Examiner C. Evans Brooks presided 
at the hearings which have now been recessed until January 5, when 
further hearings will be held at Atlanta, Georgia. A surprising amount 
of mterest was shown at the hearings and practically every known as- 
sociation dealing with the growing, packaging or shipping of fresh fruits 
and vegetables had representatives to protect their interests. The hear- 
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ings just concluded in Washington lasted seven days and heard testi- 
mony from many of the Department of Agriculture experts and other 
known authorities on packaging and growing of fresh fruits and vege- 
tables. 

This investigation originated in the Harwood or ‘‘ Washed Vegetable 
Case’’ which was a contract carrier application for transporting spinach 
and other vegetables which had been washed, clipped and packed in 
cellophane bags. Division 5 held that spinach which had been washed, 
clipped and packed in cellophane bags losts its identity as an ‘‘agricul- 
tural product’’ and became a manufactured item. Since transportation 
of manufactured commodities is not entitled to the agricultural exemp- 
tion, and a certificate or permit must be secured before transporting 
them in interstate commerce, many protests were filed with the Com- 
mission from farm and other interests. On the other hand, railroads 
and regulated for-hire motor carriers supported the I. C. C. ruling. 

A general investigation into exempt agricultural commodities was 
instituted by the Commission on its own motion and the Harwood Case 
has been consolidated as a reopened case. 





1. C. C. Examiner Recommends Seven C. O. D. Rules 


Examiner James J. Williams recently made a recommended report 
to the Interstate Commerce Commission in proceedings docketed as Ez 
Parte MC-42. In this report he would require all motor carriers of 
freight under Commission jurisdiction, with certain important excep- 
tions, to comply with seven rules which were specified to cover handling 
of cash-on-delivery shipments and remittance of funds collected on such 
shipments. As a result of these hearings, the Commission now has rules 
proposed by the Bureau of Motor Carriers, revisions suggested by the 
Bureau, and the existing rules of the National Motor Freight Classifica- 
tion. The Examiner would, however, except from the application of the 
rules any motor carrier performing service auxiliary to or supplemental 
of rail transportation and on rail bills of lading, motor carriers perform- 
ing services for freight forwarders and on freight forwarders’ bills of 
lading, local cartagemen performing pick-ups and deliveries for other 
carriers within terminal areas. Rule 2 would provide for tariff require- 
ments and prevents carriers from performing C.O.D. services unless 
such carrier has published his C.0.D. rules and rates. Rule 3 covers 
remittances, and allows ten days for remitting any C.0.D. cash. Rule 4 
provides for separate bank accounts being maintained for C.O.D. funds. 
Rule 5 would require carriers performing C.O.D. services to have a bond. 
Where gross revenue is of $100,000 and over the amount of the bond 
would be not less than $5,000. If gross revenues of the carriers is be- 
tween $50,000 and $100,000 the amount of the bond would be not less 
than $2,500. Where gross revenue is less than $50,000 the amount of 
the bond would be not less than $1,000. Rule 6 provides for self-in- 
surance and Rule 7 sets up a method for keeping records of C.O.D. 
shipments. 




















DECEMBER, 1948 269 





Public Utility Commissioners Favor Repeal of Transportation Tax 


At the recent annual meeting of the National Association of Rail- 
road and Utility Commissioners at Savannah, Georgia, a resolution was 
adopted calling for repeal of the Federal Excise Tax on the transporta- 
tion of property. The convention charged its committee on legislation 
and its counsel with the duty of appearing on behalf of the Association 
at any hearing before any committee of Congress which may be held to 
consider these excise taxes and such committee or counsel should appear 
for the purpose of making a statement in support of the Association’s 
views. 

At the annual election of this convention, the Association named 
Justus F. Creamer, of California, its new president to succeed Walter 
R. McDonald of Georgia. 





Effects of Bulwinkle Law Now Being Considered by House 
Small Business Committee 


Before the Interstate Commerce Commission has had a chance to 
adjust itself to its new duties under the Bulwinkle Act, this rate making 
control law is being attacked again. 

The first to appear was Mr. Arne C. Wiprud, former special assist- 
ant to the United States Attorney General, and now associate counsel to 
the Postmaster General’s Office. He advocated repeal of the recent 
Bulwinkle statute and firm application of the anti-trust laws. Among 
those answering the charges made by Mr. Wiprud were Mr. Edgar S. 
Idol, General Counsel of the American Trucking Associations. Among 
other things, Mr. Idol told the committee that it is essential to have this 
law to protect the carriers’ only practical method of determining and 
publishing reasonable rates for the transportation of property and to 
protect carriers against expensive and humiliating prosecution. Mr. 
Wiprud’s testimony was devoted mostly to problems dealing with rail- 
roads, but references were made to collective rate making by motor car- 
riers and water carriers. ATA’s General Counsel explained to the 
committee that motor carrier rates tend more and more to reflect motor 
carrier costs and less and less to reflect the influence of rail competition. 
The trend to rates which reflect motor carriers’ cost has been speeded up 
and in fact has been made possible only by collective rate making pro- 
cedures. The committee was reminded of the famous ‘‘ Denver Case’’ 
and the unnecessary expense and inconvenience this caused many motor 
carriers. 












Water Transportation 


By Donaup Macteay, Editor 


Water Carrier Sues For Additional Authority 


Waterways Transportation, Inc. has filed a suit in the United States 
District Court for the Eastern District of Missouri (styled No. 6228, 
Waterways Transportation, Inc. v. United States of America), seeking 
to set aside the certificate and order of the Commission issued in Docket 
No. W-357, contending that the ‘‘grandfather’’ authority granted to it 
was too restricted. 

Asking that a statutory three-judge court be convened to consider 
the case, the carrier contends that it has been in continuous bona fide 
operation as a common carrier between ports and points on the Missis- 
sippi River from Minneapolis to New Orleans; on the Illinois Water- 
way; on the Missouri River from Kansas City, Mo., to its mouth; on the 
Ohio River from Pittsburgh to its mouth; and on the Cumberland River 
from Nashville to its mouth. 

The Commission, after lengthy consideration including two hearings, 
found the carrier entitled only to authority to engage in general towage 
on the Mississippi River between Prairie du Chien, Wis., and Cairo, II1.; 
the Illinois Waterway; and the Ohio River below Paducah, Ky. 





Marshland Oil Field Exemption Broadened 


By an order in Ex Parte 146, Oil Field Equipment, Marshlands, 
Louisiana and Texas, the Commission has extended the exemption pre- 
viously afforded to the leasing or chartering of vessels to be used in trans- 
portation of oil field machinery, equipment, and supplies to and from 
marshland oil fields in Louisiana and Texas to similar employment in 
the marshland fields of Alabama, Florida, and Mississippi. 

The broadening of the territorial scope of the exemption was sought 
by the American Waterways Operators, Inc., and supported by ear- 
riers and oil companies in the affected area. 





Proceeding In Ex Parte 165 Discontinued 


The Commission has issued an order discontinuing the proceeding in 
Ez Parte 165, Problems in the Regulation of Domestic Transportation 
by Water. The proceeding was instituted about two years ago, when 
the Commission released the report of Dr. C. S. Morgan, chief carrier 
research analyst, in which he concluded that the existing exemptions of 
certain types of traffic, notably shipments in bulk and liquids transported 
in certified tank vessels, should be removed. No announcement has been 
made regarding whether or not there will be a report to Congress on 
the basis of the report and the exceptions thereto taken by various repre- 
sentatives of the industry. 
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Gulf-Canal Lines Seeks To Purchase Certificate 


By application in Finance Docket No. 16368, Commission approval 
is sought for the purchase by Gulf-Canal Lines, Inc., of Houston, Texas, 
of the operating authority issued jointly to Terrebonne Towing Co., Inc. 
and Intercoastal Shipyard, Inc., both of Morgan City, La., in Docket No. 
W-174. The rights in question cover authority to operate as a common 
earrier of commodities generally by non-self-propelled vessels with the 
use of separate towing vessels, and in general towage, along the Gulf 
Intracoastal Waterway from New Orleans to Freeport, Texas. 

At the present time the authority of the vendee is limited to prevent 
it carrying shipments of more than 150 tons, and to require that, except 
for transportation of freight loaded in trailers, it must operate with 
“closed doors’’ over the stretch of the Waterway between New Orleans 
and Port Arthur, Texas. 





Investigation Of “‘Lump Sum” Towage Rates 


Under Docket No. 30108 the Commission has instituted an investiga- 
tion into the lawfulness under section 306 of the Interstate Commerce 
Act of a tariff provision for quotation of ‘‘lump sum’’ rates for specific 
towage jobs. The provision in question is contained in Moran Towing 
& Transportation Company Tariff I. C. C. No. 2, effective November 25, 
1948, and that carrier is named as respondent. 





John I. Hay Co. Seeks To Purchase Towage Rights 


By application in Finance Docket No. 16334, John I. Hay Co. seeks 
authority to purchase the rights of Lake Charles Towing Co., Ine. to 
operate as a common carrier in general towage between ports and points 
along or reached by way of the Gulf Intracoastal Waterway from New 
Orleans to Port Arthur and Beaumont, Texas. The Commission, Di- 
vision 4, has entered an order granting temporary authority for not to 
exceed 180 days from November 8, for the vendee to operate under the 
rights to be transferred. 





Dempsey Application Denied 


By report and order in Docket No. W-971, Sub 1, the Commission, 
Division 4, has denied the application of Jerome Dempsey for authority 
to operate as a common carrier by water in the transportation of com- 
modities generally between Norwich and New London, Conn., and New 
York, with irregular service to and from Hartford, Middletown, Bridge- 
port, and New Haven, Conn. Discussing matters regarding which the 
applicant sought at the hearing to amend the application, the Commis- 
sion stated that an amendment could not be offered under circumstances 
that might constitute an unfair surprise to another party, and denied 
the motion to amend. The Commission further stated that the evidence 
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did not conform to the requirement that there be full disclosure of all 
material facts relative to applicant’s fitness and ability, as well as a 
showing of public convenience and necessity, and observed that some 
twenty-two carriers already were authorized to perform tug and barge 
operations between ports included in the application. 





Luckenbach Seeks Additional Authority 


By an application docketed as No. W-512, Sub 4, Luckenbach Gulf 
Steamship Co., Inc. has requested authority to serve Galveston, Texas, in 
its intercoastal service to and from ports on the Pacific Coast, and au- 
thority to provide service from Galveston to Mobile, Alabama, and 
Tampa, Florida. The application is supported by letters from Dow 
Chemical Company and the Galveston Chamber of Commerce. 





Baton Rouge Coal & Towing Co. Application 


By an application docketed as No. W-536, Sub 4, Baton Rouge Coal 
& Towing Co. has asked for permanent authority to operate as a common 
earrier by non-self-propelled vessels with use of separate towing vessels 
in the transportation of lubricating oils and greases in packages from 
Chaison (Beaumont), Texas, to Baton Rouge, in lots of less than 300 
tons. The permanent authority sought is coextensive with the rights 
granted under temporary authority in Docket No. W-536, Sub 3. 





New London Freight Lines Authority 


By its order in Docket No. W-939, Sub 5 TA, the Commission, Di- 
vision 4, has authorized the New London Freight Lines, Inc. to operate 
as a common carrier by self-propelled vessels in the transportation of 
commodities generally, automobiles with passengers, and tractors, trail- 
ers, and trucks, loaded and empty, between New London, Conn., and 
Orient Point, Long Island, N. Y., until and including February 14, 1949. 

That carrier also has pending applications seeking permanent au- 
thority to operate between New London and Orient Point, and between 
Greenport, N. Y. and New London (Docket No. W-939, Sub 3), and be- 
tween Sag Harbor, N. Y. and New London (Docket No. W-939, Sub 4). 





Riggen Sailing Ship Authority Canceled 


By order in Docket No. W-404, the Commission, Division 4, has set 
aside the certificate and order under which E. B. Riggen was authorized 
to continue operations by sailing vessels in the transportation of com- 
modities generally between ports and points on Chesapeake Bay and its 
tributary waters. The Commission stated that the action was taken at 
the request of the applicant, who had informed the Commission he was 
no longer in business as a water carrier. 
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Empire State Marine Authority 


By amended certificate and order in Docket No. W-770, the Com- 
mission, Division 4, has transferred to Empire State Marine Co., Inc. the 
operating authority previously issued to W. E. Hedger Transportation 
Corporation, covering the right to operate as a common carrier by the 
use of non-self-propelled vessels with the use of separate towing vessels, 
in the transportation of commodities generally between points on the 
Niagara River, the Erie Canal and the Oswego Canal of the New York 
State Barge Canal, the Hudson River below its junction with the Erie 
Canal, within the New York Harbor Area, and in New York and Con- 
necticut on Long Island Sound. 





Exemption Of American President Lines Cruise Service 


The Commission, Division 4, has entered an order in Docket No. 
W-757, Sub 4, exempting from the requirements of part III of the Inter- 
state Commerce Act the transportation of passengers by American Presi- 
dent Lines, Ltd. between (1) Atlantic Coast ports, (2) Pacific Coast 
ports, and (3) Atlantic Coast ports on the one hand and Pacific Coast 
ports on the other, on voyages by way of one or more ports in the vari- 
ous countries the carrier serves in its Orient and round-the-world serv- 
ices. The exemption is under section 303(e) as amended on June 12, 
1948 to give the Commission authority to exempt the transportation of 
“‘eruise’’ passengers. 





Revenue And Traffic Of Water Carriers 


The Bureau of Transport Economies and Statistics of the I. C. C. 
has issued Statement Q-650, showing revenue and traffic of carriers by 
water for the second quarter of 1948 compared with the second quarter 
of 1947. Freight revenue increased from $37,618,177 in the second 
quarter of 1947 to $49,177,923 in the second quarter of 1948, an increase 
of 30.7%. The number of tons of revenue freight carried in the second 
quarter of 1947 was 17,269,527 and in the second quarter of 1948, was 
17,804,421. 

Passenger revenue decreased 0.6% in the second quarter of 1948 as 
compared with the second quarter of 1947. The number of revenue 
passengers carried decreased from 2,657,141 in the second quarter of 
1947 to 2,000,429 in the second quarter of 1948. 





Freight Forwarder Regulation 
By Gites Morrow 


General Counsel, Freight Forwarders Institute 


Pick-Up and Delivery Service—Line Haul Carriers Must Place Cartage 
Agents Under Written Contract—Dockets 29762 Et Al 


Freight forwarders and line haul motor carriers must place all of 
their local cartage agents under written contract or limit the payments 
for pick-up and delivery service to the allowances published in their 
tariffs. This requirement was imposed by the Commission’s decision in 
Dockets 29762-29765, incl., involving pick-up and delivery practices at 
Kansas City and other points, issued on September 24, 1948. The dead- 
line for the new requirements was fixed at December 1, 1948, but by 
order dated November 24, 1948, it has been extended to March 1, 1949. 

The proceedings, instituted on the Commission’s own motion, in- 
volved only four cities and certain named railroads, motor carriers and 
freight forwarders serving those points. However, the findings are gen- 
eral in character and govern all practices of the nature described. 

As to the railroad respondents it was found that they either perform 
their pick-up and delivery service with leased equipment or have it per- 
formed by cartage agents under written contracts making the local dray- 
men the agents of the carriers. This practice was found not to be un- 
lawful. 

As to freight forwarders and motor common carriers it was found 
that in many instances payments are made to local cartage agents in 
excess of the published allowances without a written contract under 
which the draymen are required to perform the service as an agent, or as 
an independent contractor, for the forwarder or line haul carrier and to 
accept or receipt for the goods in the name of the line haul carrier. It 
was found that such practices are unlawful and constitute a rebate of 
a portion of the line-haul rates. 

Commissioner Barnard dissented, joined by Chairman Lee and Com- 
missioner Mahaffie. The dissenting Commissioners would treat the ware- 
housemen who act as local agents for the carriers as consignors and con- 
signees and prohibit the payment to them of any amounts in excess of 
published allowances. 





Freight Forwarder—Motor Carrier Agreements (Docket 29493) 
Forms Approved by Commission 


The I. C. C. has released Special Permission FF No. 1287, dated 
November 16, 1948, specifying a form of ‘‘coneurring agreement’’ and 
other forms to be used by freight forwarders and motor carriers in filing 
agreements under the terms of the Commission’s order of September 
24, 1948, in Docket No. 29493 (see I. C. C. Pract. Journal, October, 1948, 
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p. 88). The special permission authorizes departures from Tariff Cir- 
cular rules in the filing of the prescribed agreements. Deadline for filing 
agreements, to replace joint rates now on file, is January 22, 1949. 

The Commission has postponed from December 1 to December 15, 
1948, the date for filing petitions for reconsideration of its order in this 
proceeding. 





Handling of C. O. D. Shipments by Motor Carriers 
Ex Parte MC-42 


A proposed report prepared by Examiner J. J. Williams has been 
released in Docket Ex Parte No. MC-42, Handling of C.0.D. Shipments, 
in which it is recommended that certain rules be prescribed to govern the 
handling of C.0.D. shipments and the collection and remittance of C.O.D. 
moneys by motor carriers. Among other requirements is a proposed 
rule to the effect that remittance of C.0.D. collections shall be made di- 
rectly to the consignor within 10 days of the collection. Separate bank 
accounts for C.0.D. funds would have to be set up by the motor carriers 
under the proposals. 

The Examiner recommended that the rules be not applied where 
motor carriers are handling traffic moving in auxiliary or supplemental 
rail service or in freight forwarder service on the bills of lading of rail- 
roads or freight forwarders. The rail or forwarder tariff rules would 
govern in such cases. 





Freight Forwarders Institute Moves Offices 


The Freight Forwarders Institute, national association of freight 
forwarders, has moved its offices from the Colorado Building to the Du- 
pont Circle Building, Washington 6, D. C. 





Freight Forwarder Permit Cases—Questions Regarding 
Receipt of Freight and Interchange Determined 


Two decisions involving forwarder operating authority, issued by 
the I. C. C., Division 4, on November 9, 1948, deal with somewhat com- 
plicated factual and legal situations not heretofore passed upon. The 
decisions involve the applications for operating authority of Southern 
California Freight Forwarders, Docket No. FF-153, and Adanac Freight 
Forwarders, Ltd., Docket No. FF-185. 

The report in the Southern California case is intended as a clarifi- 
cation, or reconsideration, of a prior order granting operating rights to 
the applicant. The forwarder operates wholly within the State of Cali- 
fornia. At its consolidation point in Los Angeles the forwarder accepts 
shipments which have moved there from interstate origins in the service 
of freight forwarders, motor carriers, and pool car operators, and effectu- 
ates delivery to the ultimate consignees in California. An outbound 
service is also conducted, with the shipments being turned over by ap- 
plicant to common carriers for interstate movement, but in its prior re- 
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port (265 I. C. C. 301) the Commission held that this part of the service 
is not forwarder service. In its report on reconsideration the Com- 
mission held that the forwarder may not continue to accept shipments 
from freight forwarders or other common carriers because it does not 
receive such shipments from shippers in accordance with the require- 
ments of Part IV of the Act, and there is no authority for ‘‘inter- 
change.’’ It may continue to forward shipments which arrive at Los 
Angeles in pool cars. 

In the Adanac case the applicant, a foreign corporation, solicits 
consignees in Vancouver, B. C., Canada, who import shipments from 
points in the United States. Pursuant to instructions given by the 
consignees the shippers route the shipments to an agent of Adanac at 
Chicago. The agent, another forwarder, consolidates and ships the goods 
in the name of Adanac to Vancouver. Applicant charges a through for- 
warder rate from actual point of origin to Vancouver, but disclaims re- 
sponsibility for the shipments prior to their arrival at Chicago. In this 
case the Commission held that Adanac is a forwarder entitled to rights 
from Chicago to Vancouver. 

The Commission applies the same statutory construction in each 
ease, holding that a forwarder must actually receive shipments from the 
shipper and that he may not ‘‘interchange’’ traffic with another for- 
warder or a common carrier of another type. However, in the Adanac 
case it found that since the shipments are routed to Adanac pursuant to 
instructions of Adanac’s customers, the consignees in Vancouver, they 
are ‘‘received’’ by Adanac from the shippers, although the point of re- 
ceipt is Chicago and not the shipper’s place of business. The carriers 
who transport the shipments to Chicago do not bill them through to 


destination but are responsible only for getting the goods to Adanac at 
Chicago. 
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Meetings of Regional Chapters 


District No. 1 Chapter 


Ralph H. Cahouet, President, 38 Chauncy Street, Boston, Massa- 
chusetts. 


Baltimore Chapter 


Levin J. Canter, Chairman, Division T. M., Koppers Company, 
Bartlett-Hayward Division, P. O. Box 298, Baltimore 3, Maryland. 

Members of the National Association are cordially invited to attend 
any of the regular dinners or meetings of the Baltimore Chapter. 


Chicago Chapter 


Erle J. Zoll, Jr., Chairman, Illinois Central Railroad, 135 East 11th 
Place, Chicago 5, Illinois. 

Meets: 12.15 P. M. First Friday of each month at the Traffic Club 
Roorns of the Palmer House, Chicago. 


Denver Chapter 


A. J. Tait, F.T.M., Chairman, Rio Grande Motor Way, Inc., 775 
Waze Street, Denver 4, Colorado. 


District of Columbia Chapter 


Roland Rice, Chairman, Ass’t Gen’] Counsel, Association of Ameri- 
ean Railroads, Transportation Building, Washington 6, D. C. 

Meets bi-monthly, second Tuesday. 

Out-of-town members are invited to attend the luncheons of the 
D. C. Chapter when in Washington. However, notice of such intention 
must be transmitted to the Executive Secretary by 10.30 of the day of 
the luncheon so that reservation can be made. 


Michigan Chapter 


Harold Z. Frederick, Chairman, R. C. Mahon Company, 8650 Mt. 
Elliott Avenue, Detroit 11, Michigan. 





N. B.: Members within each of the several districts may at their own expense with 
the approval of the vice-president of the district, organize and maintain district and 
local chapters which may send delegates to annual or other meetings of the Associa- 
tion. Such chapters must conform to the constitution and by-laws of the Association. 
provided. however, that membership in the Association of Interstate Commerce 
Commission Practitioners shall be deemed a condition precedent to membership in 
any chapter. (Constitution—section 5, Article IV.) 

(Sample charter, i,e., that of the District of Columbia Chapter. will be found on 
pages 120-122 of December, 1939, JourNAL.) 
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Kansas City, Missouri, Chapter 


H. L. Ryan, President, T.M., Ash Grove Lime & Cement Company, 
1110 Fairfax Building, Kansas City, Missouri. 

Meets: Board of Directors Room, Kansas City Chamber of Com- 
merce. The meetings are to be held in the evening and are monthly. 


St. Louis, Missouri, Chapter 


George W. Holmes, Chairman, 20th Floor, Missouri Pacific Building, 
St. Louis 3, Missouri. 

Meets: Third Friday of each month at 12:15 P. M., at the Mark 
Twain Hotel. Out of town members are cordially invited to attend the 
luncheon and meeting. 


Metropolitan New York Chapter 


Robert A. Cooke, Chairman, Manager, Traffic Department, American 
Newspaper Publishers Association, 370 Lexington Avenue, New York, 
N. Y 


Meets : Monthly at Traffic Club of New York, Hotel Biltmore, third 
Tuesday of each month 7:30 P. M., except July and August. 


Ninth District Chapter 


F. V. Caesar, President, 1119 Flour Exchange, Minneapolis 15, 
Minnesota. 
Meets: 6:00 P. M. Second Tuesday of each month, Y. M. C. A.. 
Minneapolis, Minn. 
Northeastern Ohio 


G. H. Dilla, President, 3030 Euclid Avenue, Cleveland, Ohio. 


Philadelphia Chapter 
R. S. Mawson, Chairman, T. M., ACF-Brill Motors Company, 
Philadelphia 42, Pennsylvania. 
Pittsburgh Chapter 


Robert R. Wertz, Chairman, U. S. Steel Corporation of Delaware 
1401 Koppers Building, Pittsburgh 30, Pennsylvania. 

Meets: 7:30 P. M. Last Monday of each month, Traffie Club of 
Pittsburgh, Hotel William Penn. 


San Francisco Chapter 


Irving F. Lyons, Chairman, California Packing Corporation. 101 
California Street, San Francisco 19, California. 
Meets: San Francisco Commercial Club, last Monday of each month. 


A cordial invitation is extended to members of other Chapters anid 
of the national association to attend meetings. 


Southern California Chapter 


L. H. Stewart, Chairman. 354 South Spring St.. Los Angeles. 
California. 
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CHAPTER NEWS 


Chicago 


Mr. A. J. Kelley, Treasurer, D. C. Andrews Company, Chicago, 
addressed the December 3rd meeting of the Chapter on: ‘‘Are the 
Railroads Over-Pricing Their Services?’’ He spoke from the standpoint 
of the shippers of the country. 





Metropolitan New York 


Prosecution of Crimes Affecting Interstate Transportation by Motor 
Carriers was the subject of a talk by Mr. John C. Hilly, Assistant U. 8. 
Attorney, Southern District, before the New York Chapter on November 
16th. Mr. Hilly has been in the office of the U. 8. Attorney for about 
eight years and has been in charge of all the major hi-jacking cases 
involving interstate motor carriers. His talk was both instructive and 
interesting. He stressed the fact that motor carriers should take every 
precaution to protect freight in transit because of the increased losses 
sustained in the past two years due to this type of crime. 





Ninth District 


Mr. W. W. Gibson, Secretary of the Local Freight Agents’ Associa- 
tion, spoke before the November 9th meeting of the 9th District Chapter 
on ‘‘Payment of Freight Charges.’’ 

Mr. Gibson outlined the difficulty encountered by the railroads in 
their efforts to maintain the 48 and 96 hours’ credit periods but indicated 
that only a very small percentage of accounts were in the delinquent 
class and this was brought about by a combination of circumstances for 
which the carriers were not entirely blameless. This small percentage 
of delinquency is usually among LCL shippers and receivers, and the 
contract haulers performing pick-up and delivery service for the car- 
riers complicate this situation. After some discussion members were 
of the opinion that a certain amount of the difficulty was caused by 
faulty office routine prevalent in smaller organizations not having Traffic 
Departments. 

The meeting was attended by members from South Dakota and the 
southern section of Minnesota, as well as the Twin Cities. 

At the November meeting Mr. J. I. Finsness, Commerce Counsel of 
the Chamber of Commerce, Fargo, North Dakota, was elected to fill the 
unexpired term of Vice-President for North Dakota, vice Neal E. 
Williams. 





Northeastern Ohio 


The December meeting of the Northeastern Ohio Chapter of the 
Association was held at 7:30 P. M., Tuesday, December 7th at the Hotel 
Cleveland, Cleveland, Ohio. 
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Pittsburgh 


Mr. P. E. Fickenscher, Chief Railroad Rate Expert of the Pennsyl- 
vania Public Utilities Commission, Harrisburg, Pennsylvania was the 
speaker at the November 19th meeting of the Chapter at the Hotel 
Henry. He gave a very interesting historical sketch of the Pennsylvania 
Public Utility Commission and its predecessor, the Public Service Com- 
mission. He discussed various proceedings affecting the Pittsburgh 
area and at the finish of his talk answered questions propounded by 
members and guests. 

















John D. Andrews, (B) Minneapolis and 
St. Louis Railway, 310 South Michigan 
Avenue, Suite 1703, Chicago 4, Illinois. 

Merritt Barton, (A) 3301 Cheverly Ave- 
nue, Cheverly, Maryland. 

Francis X. Biasi, (B) Traffic Depart- 
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Ry., 39 Broadway, New York 6, N. Y. 
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List of New Members * 


Bernard A. Klukoski, (B) Roosevelt Oil 
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Hatch Morrison, (B) C. R. I» & P. Ry. 
Co., 1706 Broadway, Rm. 207-208, 
Oakland 12, California. 

Ben Paul Noble, (A) 1123 Warner Bldg., 
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John A. Connell, (B) Rosenberg Bros. 
& Company, 230 California Street, San 
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Roy E. Olson, (B) Shell Oil mage 
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Barnett Osofsky, (B) Inter-Maritime 
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* Elected to membership November, 1948. 
ii. 


